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LOAD GROWTH demands more flexibility in electric utility sys- 
tems today than ever before. Using factory-built unit substations, 
you can add needed capacity to your system easily and in pre- 
determined blocks—by simply adding individual feeders to existing 
substations or duplicates of units already serving your load. This 
flexibility permits you to tie specific investment to specific load 
growth. General Electric Co, Schenectady 5, New York. 512-26 
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UTILITY STATIONS, C-E EQUIPPED 
ludes only new stations on 
sites placed in operation since 
NUARY 1, 1950. 
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The C-E unit shown above—one of two duplicates—is now in service at the 
Dickerson Station of Potomac Electric Power Company. Each of these units 
is designed to serve a 175,000 kw turbine-generator operating ct a throttle 
pressure of 2400 psi with a primary steam temperature of 1050 F, reheated 
to 1000 F. They are of the controlled-circulation, radiant reheat type with 
convection reheater surface located between the primary and finishing super- 
heater surfaces. The secondary superheater surface is at the top of the fur- 
nace adjacent to the front wall. An economizer section follows the primary 
superheater surface in the rear pass, and regenerative air heaters follow 
the economizer surface. Pulverized coal firing is employed using bow! mills 
and tilting, tangential burners. 











On June 9, 1959, unit No. 1 of the new Dickerson 
Station of Potomac Electric Power Company was 
placed in service. This 175,000 kw unit is one of 
wo duplicates, the second of which is scheduled 
r service early next year. This first unit at Dick- 
rson Station is the sixteenth 2400-lb throttle pres- 
ure, C-E Controlled Circulation Boiler to go.on 
ie line throughout this country—there are two in 
rvice abroad. 
Located on the Potomac River about 35 miles 
orth of Washington, D.C., this station will supply 
pewer to the Potomac Electric Power service area 





which includes, in addition to Washington, parts 
of Maryland and Virginia. 

Dickerson Station, which was designed and con- 
structed by Stone & Webster Engineering Corp. in 
conjunction with the Engineering Departments of 
Potomac Electric Power Company, will operate 
two units from a central control room. Power is 
transmitted at 230,000 volts.. 

Both generating units at the Dickerson Station 
are served by C-E Controlled Circulation Boilers, 
a cross-sectional elevation and brief description of 
which appear on the opposite page. 


COMBUSTION ENGINEERING gy 


Combustion Engineering Building, 200 Madison Avenue, New York 16, N. Y. 





with the Coclitors 


é this issue we are privileged to publish, 
as in former years, the speeches made 
at the sessions of the Section of Public 
Utility Law of the American Bar As- 
sociation during its annual convention at 
Miami Beach, August 24th and 25th. As 
usual in this elite forum, the papers pre- 
sented will give our readers some very 
thoughtful views and analysis of the more 
pressing contemporaneous problems in the 
field of public utility regulation. Our 
lawyer readers know, of course, that the 
republication of these addresses, while a 
valuable permanent record for nonlawyers 
interested in the field of regulation, is no 
real substitute for attending the sessions 
themselves. The give-and-take of the ques- 
tion period and the inevitable informal dis- 
cussions which follow such provocative 
commentary, do not lend themselves to re- 
statement in black and white. Indeed, re- 
production in any form, including tape 
recording, would probably inhibit full and 
free discussion under these circumstances. 


GOING to a convention of the American 
Bar Association is quite an experience for 
either lawyer or layman. At the recent 
Miami Beach assembly the registration 
passed the 11,000 mark, and there were 
many other visitors present who were not 
registered for various reasons. Getting 
that many lawyers together in one spot 
takes a lot of careful handling, just like 
getting a lot of uranium together in one 
spot. The arrangers of the convention 
know that there is an inevitable “critical 
stage” at which the mere juxtaposition of 
additional amounts could cause a veritable 
explosion, without suitable controls. 


Wi the controls have been provided. 
This takes the form of breaking up 
the convention into divisions officially 
known as “sections,” in which the various 
fields of law are parceled off, such as real 
estate, taxation, criminal. The Section of 
Corporation and Business Law is largest 
of all, with the membership exceeding 10,- 
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EVERETT C. MCKEAGE 


000. The Section of Public Utility Law, 
involving as it does a highly specialized 
branch of practice, is somewhere in the 
middle of the eighteen sections—from the 
standpoint of size. With its membership 
of approximately 2,000, it stands about at 
the top of the second division, as they 
would say in big league baseball. Even so, 
it is remarkable that the retiring chairman 
of the Section of Public Utility Law, John 
B. Prizer of Philadelphia, was able to say 
that the Section of Public Utility Law had 
more than doubled its membership during 
the past ten years. 


eon the newcomer arrives on the 
scene of an American Bar Associa- 
tion convention he sees the membership 
promptly divide up into the various sec- 
tions governed by the House of Delegates 
—the central legislative body. But over 
the course of the meeting at Miami Beach 
there were 330 speeches formally pro- 
gramed! You could have a Senator for 
breakfast, a Supreme Court Justice for 
lunch, and a high church prelate for din- 
ner, if you wanted to shop around for 
fancy courses of speech making in the dif- 
ferent sections. Speech making, of course, 
is an occupational disease with lawyers; 
and nothing brings it on quicker than the 
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roughout its service territory—in Ohio, THE COLUMB 
SYSTEM, INC. 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 


nsylvania, West Virginia, Kentucky, 
COLUMBIA HYDROCARBON CORPORATION 


ginia Maryland and southern New j 120 EAST 41st STREET, NEW YORK 17, H.Y. 
. CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 


io natural gas continues to be the Avenue, S.c,, CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 


‘ PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT CON. 
ferred fuel for home and industry. PANY, 800 UNION TRUST BLDG, PITTSBURGH 19, PA. 





PAGES WITH THE EDITORS (Continued) 


sight of another lawver or group of 
lawyers who can be corralled into a poten- 
tial audience. An irreverent soul once said 
that the late William Jennings Bryan died 
of an undelivered speech immediately fol- 
lowing the famous Scopes trial, when the 
late Clarence Darrow suddenly got up and 
pleaded the defendant guilty—perhaps an 
unsportsmanlike thing to do, after the 
Great Commoner had gone to so much 
trouble preparing a devastating case for 
the prosecution. 


5 Ne E leading article in this issue by our 
editor, Francis X. WELCH, deals 
with the forward march of public owner- 
ship in the field of electric power. The 
reader may be impressed by the fact that 
the most capitalistic of all creations—the 
business corporation—seems to have be- 
come the instrument or vehicle for the 
latest advance toward the goal of Social- 
ism. True, this refers to a government 
corporation, which is somewhat different 
from a private stock corporation. But it 
would appear to lend some semblance of 
verity to that old Marxian bromide that 
Capitalism nurses within itself the seeds 
of its own destruction. 


CouLp it be that, in the conflict of 
ideology between the Western and the 
Communist worlds, the capitalist nation 
might steal a page out of the Marx book 
and see what kind of tools Soviet Russia 
has developed, for example, that can help 
us out? That seems to be the reasoning 
behind a forthcoming junket to Russia, 
sponsored by the Senate Interior Commit- 
tee. Members of this delegation will tour 
the Soviet Union to examine the electric 
power installations there. The ostensible 
purpose is to see if electric power de- 
velopment in Russia presents a “challenge”’ 
to our own electric power industry. 


A COUPLE of years ago a delegation of 
American electric power company officials 
made such a tour and were not very much 
impressed by what they saw. In fact, em- 
ploying the usual standards of plant capac- 
ity, output, percentage of population 
served, etc., the Russian power production 
and supply seemed downright primitive in 
comparison with our own. But the public 
ownership enthusiasts in the United States 
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were skeptical of this; and some called the 
report “unrealistic.” 


XN any rate, we can probably expect a 
more sympathetic (from the public 
ownership point of view) report from the 
latest group. Using the same reasoning, 
we might also consider sending a delega- 
tion of automotive manufacturers to 
Russia to find out how they make auto- 
mobiles, or farmers to find out how far 
ahead of us the Russians are in agriculture. 
Perhaps our fashion experts could pick up 
some new ideas on clothes designing from 
Ivan and Olga. Maybe our hotel and res- 
taurant people could find inspiration from 
Moscow cuisine and hostelry. 


PERHAPS some of our left-wing literati 
would like to go over to find out how litera- 
ture and the free press are coming on in 
the land of the Soviets. But this much is 
certain : Our traveling novelists had better 
not try to interview Boris Pasternak. And 
if we send any military experts, they will 
not even be able to get near the missile 
sites, because there is one place where the 
Russians really are ahead of us, according 
to our own experts. The Russians are 
probably very willing to show us anything 
we already know or in which we obviously 
surpass them. But then, isn’t that the real 
fun in these junketing expeditions ? 


* *k *k 


seed C. McKEaGE, whose article on 
‘ judicial supergovernment begins on 
page 486, is the president of the California 
Public Utilities Commission. He is a 
lawyer by profession and was admitted to 
the California bar in 1922. He engaged in 
general practice in San Francisco until 
1939, when he was appointed to the bench 
of the California superior court. JUDGE 
McKeace entered the field of regulatory 
law with his appointment as chief counsel 
for the California commission, to which 
he was appointed this year. 


THE next number of this magazine will 
be out October 8th. 


Mae Chitpre- 
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For Chief Joseph Dam in Washington State 


Cast buckets are welded to cast crown 
and band—then stress relieved 


he Francis-type runner above illustrates Newport 
News complete facilities for fabricating heavy equip- 
ment 

It also illustrates the specialized techniques Newport 
News frequently uses in jobs of this type. Gibson tests 
for these units are very favorable. 


Engineers. . . Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries to Employment Manager. 


Before you go ahead on a project like this, be sure to 
get a bid from Newport News. Whether it’s penstocks, 
butterfly valves, pumps or turbines, you’ll get the bene- 
fit of the modern plant methods and production facili- 
ties of one of the country’s oldest and largest builders 
of water power equipment. 


Shipbuilding and Dry Dock Company 
Newport News, Virginia 











Coming IN THE NEXT ISSUE 


(October 8, 1959, issue ) 
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THE GAS INDUSTRY LOOKS TO NEW HORIZONS 
J. Theodore Wolfe, president of the American Gas Association, has given us an 
exclusive message about the program of the AGA in making plans for the natural 
gas utility industry with respect to carrying out the theme of its 4Ist convention at 
Chicago October 5th to 7th—which is "New Horizons for Growth and Service." 
Mr. Wolfe is also president of Baltimore Gas & Electric Company, and will preside 
at all general sessions of the three-day program. 


SOME OBSERVATIONS ON THE EL PASO DECISION 
So great have been the repercussions from the recent decision of the Federal Power 
Commission in the so-called ''E] Paso case"' (involving pipeline rates) that we have asked 
Richard A. Rosan, vice president and counsel of Columbia Gas System Service Corpo- 
ration, to give us the benefit of his informed analysis of the impact of this opinion 
on natural gas regulation generally. 


RATE OF RETURN—THE UTILITY'S MOST TILTED WINDMILL 
The upward thrust of rising money rates is causing agitation for higher rates of re- 
turn and higher rates. Federal Power Commissioner William R. Connole suggests that 
the natural gas pipeline industry proceed cautiously. Resultant ‘'tilting' of rates to 
favor interruptible customers may present more difficulties than ‘tilting’ the rate 
of return. 


TAILORING GAS RATES TO THE CUSTOMER'S NEEDS 
F. M. Banks, president and general manager of Southern California Gas Company, 
discusses problems of rapid growth, inflation, and higher costs all along the line, which 
have been particularly pressing in the swiftly growing area of southern California. 
The principal method employed has been a systematic modification in the design and 
application of the rate structure. 


THE GAS INDUSTRIES CONTRIBUTION TO THE NATIONAL ECONOMY 
Harold Massey, managing director of the Gas Appliance Manufacturers Association, 
is in an especially advantageous position to inform our readership about the present 
and potential performance of the gas appliance manufacturers in a rapidly expanding 
and varied field of finding new ways to make natural gas of service to the public. 


THE FEDERAL POWER COMMISSION AND THE ECONOMIC ANALYST 
Robert B. Eckles, project director, natural gas history project, Indiana Historical So- 
ciety, Indianapolis, Indiana, raises an interesting question as to whether with all its 
expertise in the fields of law, accounting, engineering, and so forth the Federal Power 
Commission is making enough use of professional services in the field of economic 
analysis. 


GAS FACES A BIG FACT-FINDING JOB 
In ten years the price of gas at the well has more than doubled. So has the cost of 
pipeline materials, construction, and operation. Likewise the cost of holes in the 
ground for storage, which are becoming harder and harder to find. James H. Collins, 
Washington author of business articles, has taken a look around the entire gas service 
field and given us an entertaining roundup of what he sees, good, bad, and indifferent. 


* 


Als O ... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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The “One-step” Method delivers monthly reports in 
a matter of days instead of weeks. Rate engineers 
using this service know its value in checking and 
comparing seasonal consumption, and in planning 
for the future. Also, in the event of a pending rate 
case, the monthly reports make it a simple matter 
to prepare supplemental data when the case is called 


for hearing. The service has still another value in 


Your inquiry is invited. We would like to send you 
our booklet describing the “One Step’’ Method 


— write Dept. U-2 (no obligation) 


ECORDING & STATISTICAL 


Keep in step with 








CORPORATION 





0 Sixth Avenue - New York 13, N. Y. 





This exclusive R & S service is made possible by this 






“ONE STEP”... 


R&S Standard Report 
vroruss erat coMPeet 








ndard Report 
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.THE BEST METHOD OF MAINTAINING 
»-TO-DATE BILLING ANALYSES 


*~.. 


presenting rate cases — public service commissions 
readily recognize and accept analyses supported by 


R & S “One Step” reports. 


There are other provable reasons why you should 
investigate the “One Step” Method—all the work is 
done in our office—figures are produced faster and 


more economically than by other methods. 








machine of our invention. 









CCaoukeble CEawrkhe 


“There never was in the world two opinions alike.” 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Jone C. Hite 
Oregon Public Utility 
Commissioner. 


3ARNABY C, KEENEY 
President, Brown University. 


Don G. MITCHELL 
President, General Telephone 
& Electronics Corporation. 


James C. NELSON 
Author. 


GRAYSON KIRK 


President, Columbia University. 


—MONTAIGNE 





“Shopworn legends, fancies without support in the 
real world—all these terms apply to the ideas of the 
government-knows-best economic school. But we will 
not call these ideas clichés. For generally a cliché is a 
statement founded on the often bitter truths of human 


experience.” 
. 


“Interests of different classes of users of a utility are 
conflicting. A large industrial user of gas, for example, 
has a different interest from that of the housewife who 
uses gas for cooking and heating. Even some house- 
wives may differ in interests if some merely use gas 
for heating purposes and electricity for cooking.” 


a 


“You cannot be just a little bit totalitarian ; you can- 
not control scientific education and leave education in 
other disciplines free. . . . [The distance between inter- 
vention and support is] not very great, but it is never- 
theless an important distance. . . . If national necessity 
and the control of the intellect are the price of national 
survival, the price is too high, for what will survive will 
not be what we have but what our enemies have.” 


> 


“You cannot create prosperity out of thin air and 
you cannot take more out of our economy than you put 
into it... . if labor takes all of the productivity increases 
in the form of wage increases, there will be nothing 
left to plow back into the business, If industry simply 
passes along its increased costs by raising prices, infla- 
tion will go up still higher. If government keeps on fi- 
nancing deficits, there won’t be anything left for any- 
body.” 

e 


“A... highly significant way in which ICC regula- 
tion has been a burden on the rail carriers has been its 
practice of encouraging or requiring them only to ac- 
cept rate parity with trucks. . . . Unless public policy 
positively encourages competitive sales, and reduces bar- 
riers to the minimum required to maintain competition 
without protecting inefficient carriers or agencies, the 
future of the railroads must be regarded as highly pre- 
carious.” 


> 


“Too long has American education attempted to co- 
exist with the popular belief that mediocre intellectual 
achievement is good enough, even preferable, because 
it connotes a well-rounded man. Too long has the 
‘Gentleman’s C’ been tolerated because it can be gained 
without undue interference with social and athletic ac- 
tivities outside the classroom. Such an attitude can re- 
sult in downgrading the cultivation of the mind to a 
secondary status.” 
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Takes the shop to the job! 


A ready-to-roll workshop on wheels . . . that’s this versatile Dodge Trades- 
man, and it puts to use every available inch of space. 


There’s pick-up load space aplenty, with a lockable sliding roof to protect 
whatever you carry. Lock-up compartments for weatherproof storage of 
tools, fittings and supplies. Even a handy workbench . . . when you swing 
down the horizontal compartment doors. Ladder racks available. 


Take your Tradesman with four or six compartments, powerful V-8 or 
economy Six, 3- or 4-speed transmission or push-button LoadFlite. No doubt 
about it—here’s the service truck with the most! See your Dodge dealer for 
all the reasons why .. . 


e today, . 
= Oe ee D O dge 
Trucks 





For service calls in any kind of weather and over any terrain, you can’t bea 
Dodge 4 x 4 Power-Wagons! This W500 with special utility-type body, fo 
instance, combines Dodge dependability with two- or four-wheel-drive tractio 
that goes anywhere. Winch and power take-off available. 





Push-button peaking plant... 


FROM COLD START Tl 
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Weather-proofed, sound-deadened housing is 
lowered over prime mover, generator and sup- 
porting auxiliaries. More than 20,000 prime mov- 
ers and generators have been produced by Elec- 
tro-Motive over a twenty-one year period. 
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Entire plant as it appears installed at the step- 
down substation serving the load. Self-contained, 
outdoor-type units require no expensive building 
or complicated foundation work. From time of 
order to complete installation requires less than 
five months. 
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TULL LOAD IN 90 SECONDS 


Electro-Motive MU-60 provides automatic, unattended 
supply for peak loads, system reserve, area protection 
























Within 90 seconds from starting signal, the unattended 6000 KW Electro- 
Motive plant is on the line at full load—providing an immediate and economic 
answer to problems of peak demand and spinning reserve. A look inside reveals 
why this quick response is possible: 
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First, the MU-60 is composed of components that have been applied to a 
wide range of applications over a 21-year development period. In thousands 
of hours, under all kinds of operating conditions, their records of performance 
have set new standards of reliability, durability, and low maintenance. The 
result is a standardized plant featuring low first cost,* and low operating and 
maintenance costs. 


Second, the MU-60 prime mover—the famous General Motors 567 series 
two-cycle Diesel engine—is inherently suited to fast starts and changing loads 
with long service life. 


Finally, the plant’s basic control equipment provides for unattended auto- 
matic operation at a remote location which makes it an ideal choice for 
area protection. 


Because of standard components and design simplicity, the MU-60 has a 
high degree of flexibility and operational advantages. For example: 


@ Unitized, self-contained design permits economical installation of less than $15 per K.W. 
@ Application at points of load reduces line loss from central locations. 


e@ Building-block principle of application permits fitting power needs to area demand and 
growth. 


e@ Plant may be increased in capacity at low incremental cost. 


Ask your Electro-Motive representative for additional information about 
the economy and operational advantages of the Electro-Motive peaking plant. 


*$85 per kw, f.o.b., LaGrange, Ill. 
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ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS .« A GRANGE, ILLINOIS 







Sales-engineering offices: Chicago, New York, St. Louis, San Francisco 






In Canada: General Motors Diesel Limited, London, Ontario 





This announcement is under no circumstances to be construed as an offer to sell or as a solicitation 
of an offer to buy any of these securities. The offering is made only by the Prospectus. 


NEW ISSUE September 15, 1959 


1,036,602 Shares 
Union Electric Company 


Common Stock 
($10 Par Value) 


Holders of the Company's outstanding Common Stock are being offered the right 
to subscribe at $30 per share for the above shares at the rate of 1 new share for each 
10 shares held of record September 10, 1959. Subscription Warrants will expire at 
3:30 P.M., New York Time, on September 30, 1959. 


The several Underwriters have agreed, subject to certain conditions, to purchase any 
unsubscribed shares and, both during and following the subscription period, may 
offer Common Stock as set forth in the Prospectus. 


The Prospectus. may be obtained in any State in which this announce- 
ment is circulated from only such of the undersigned or other dealers 
or brokers as may lawfully offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Smith 


Incorporated 


Bear, Stearns & Co. Hallgarten & Co. Carl M. Loeb, Rhoades & Co. 


Paine, Webber, Jackson & Curtis R.W.Pressprich&Co. Salomon Bros. & Hutzler 


G. H. Walker & Co. Wertheim & Co. Bache & Co. 
Dempsey-Tegeler & Co. Goodbody & Co. E. F. Hutton & Company 
Newhard, Cook & Co. Reinholdt & Gardner 
William Blair & Company Alex. Brown & Sons __ First of Michigan Corporation 
Shearson, Hammill & Co. Spencer Trask & Co. 
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SEPTEMBER - OCTOBER 








Thursday—24 


Missouri Valley Electric 
Association begins account- 
ing conference, Kansas 


City, Mo. 





Friday—25 


Instrument 


conference and c.x- 


hibit, Chicago, Il. 


nual 


Society of 
America ends six-day an- 


Saturday—26 





United States Independent 
Telephone Association will 
hold national convention, 
Chicago, Ill. Oct. 11-14. 
Advance notice. 





Sunday—27 





American Water Works 

Association, Missouri Sec- 

tion, begins meeting, Kan- 
sas City, Mo. 











National Power Confer- 
ence begins, Kansas City, 
Mo. 


Tuesday—29 


American Society for Test- 


ing Materials will hold 
meeting, San Francisco, 
Cal. Oct. 11-16. Advance 


notice. 


Wednesday—30 


Pennsylvania Electric As- 
sociation begins annual 
meeting, Philadelphia, Pa. 








OCTOBER 





Thursday—1 


American Welding Society 
ends four-day fall meeting, 
Detroit, Mich. 








Friday—2 





Edison Electric Institute, 
Trinsmisston and Distribu- 
tion Committee, ends two- 
day meeting, Houston, Tex. 


® 





Saturday—3 


National Association of 
Railroad and Utilities Com- 
missioners will hold con- 
vention, Philadelphia, Pa. 
Oct. 12-15. Advance notice. 


Sunday—4 





North Carolina Telephone 

Association begins annual 

convention, Pinchurst, 
NEG, 





Monday—5 





American Gas Association 
begins annual convention, 
Chicago, IIl. 















Tuesday—6 





Electronic Industries Asso- 

clavion begins value engi- 

necing symposium, Phila- 
delphia, Pa. 


Wednesday—7 





Indiana Electric Associa- 
tion begins annual conven- 
tion, French Lick, Ind. 








Thursday—8 


California Natural. Gaso- 

line Association begins an- 

nual fall meeting, Pasa- 
dena, Cal. 


9 











Friday—9 





Water Works 

Association, Chesapeake 

Section, ends three-day 
meeting, Baltimore, Md. 


American 
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Courtesy, The Dayton Power and Light Company 


Built 1918—Modernized 1958 


Two 130,000-watt turbines were used to modernize the Frank M. 
Tait station of The Dayton Power and Light Company which 
was built in 1918. This plant has the first once-through 
boilers to be operated in this country at subcritical 
pressures. 
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The Federal Power 
—A Pattern for Nationalization? 


Regional nationalization of the electric power industry, the long-range 
goal of a potent left-wing political coalition, received a powerful 
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impetus with the recent enactment of the precedent-making TVA 
revenue bond legislation. But there are other measures—including the 
proposed Bonneville Power Corporation now pending in Congress— 
which suggest that the federal power corporation could be an effec- 
tive vehicle for ultimate nationalization of the power industry. 


UPPOSE that you, the reader of this 
article, had been given the job of 
bringing about the nationalization of 

the electric power industry in the United 
States. Let us not quibble over the desir- 
ability of such a goal. 

Right off, you would probably say that 
you would not accept such a responsibility 
under any circumstances, and that, on the 
contrary, you are very much opposed to 
the whole idea. But let us just lay aside, 
for the moment, any consideration as to 
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the desirability of such an objective. Let 
us, for the sake of the argument, as the 
lawyers say, assume that you have taken 
on this assignment—many years ago, per- 
haps, when activity of the federal govern- 
ment in the field of electric power produc- 
tion and sale was virtually unknown. 

All right. How would you go about it? 
Given a reasonable amount of familiarity 
with the economic make-up and shifting 
political climate of the United States 
through the years, you would doubtless 
agree that this was a task that called for 
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the indirect approach—and a very in- 
genious indirect approach at that. You 
would know that you could never take 
the first step by calling a spade a 
spade or even talking about such things as 
“nationalization” or “socialization.” In 
fact, you would throw such words right 
out of your vocabulary. There is probably 
not a single member of Congress today 
who would admit by name that he was a 
Socialist or in favor of nationalization. 
And there probably has not been more than 
a half-dozen such during the past half- 
century—the last probably being the late 
Representative Vito Marcantonio of New 
York. 


o far, so good. We agree that both 

i strategy (long-range) and _ tactics 
(short-range) must be by indirect ap- 
proach. So you must seek allied objectives, 
popular causes in themselves, to carry you 
towards your goal gradually. If you had 
started out from scratch, way back there 
early in the century, you would have found 
very poor soil indeed in which to cultivate 
the seeds of socialization. But even then 
there was the wide-open West to be con- 
quered and brought under cultivation 
through reclamation. Subsequently, there 
was unemployment to be relieved, floods to 
be controlléd, navigation to be aided, de- 
pressed areas to be helped out—all very 
worthy objects in their own right. As- 
sociation with such powerful welfare 
movements would be the logical course of 
progress that you or any other thinking 
person would follow. 

The point to be made here, without 
going into details of the various steps 
which have actually been taken (see the 
timetable on pages 476, 477), is that such 


SEPTEMBER 24, 1959 


progress has been made, and is being 
made. If you were to write down on a 
piece of paper, just by name, all the steps 
that you would have taken over the years 
of your own personal recollection, you 
might be surprised by the comparison with 
what has been accomplished. The plain 
fact is: Somebody has been working on 
this! 


7” a lot of people have been working 

on it, over the years. Within this 
writer’s experience, he has seen public 
ownership in the power business advance 
from an infinitesimal fraction to more 
than a fifth of the productive capacity of 
the industry and still growing. And each 
step was by indirection, by calling it by 
any other name. 

Some readers may object that public 
ownership and operation of electric power 
facilities for public use is not of itself 
Socialism. But when the federal govern- 
ment or any other government advances, 
through business competition with its own 
citizens, towards a business monopoly, 
area by area, what would you call it? 
You give it a name. Maybe we could use 
it. 

Certainly, “Socialism” or ‘“nationaliza- 
tion” does not seem to impress people any 
more in the United States. These are 
words for export only—something that 
happens only in foreign countries such as 
Russia or China, or even Great Britain 
(where the same gradual course towards 
nationalization of public utility enterprise 
was so successfully followed), but never, 
never, here in the United States! 


N° let us get down to a bill of par- 
ticulars. Let us take as a very up-to- 
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date example, the Bonneville Power Cor- 
poration Bill (S 1927), which will prob- 
ably serve as a model for future regional 
power corporations. Sponsors of this bill 
were quick to take their cue from the re- 
cent enactment of the new law to allow 
the Tennessee Valley Authority to finance 
its own future expansion out of its own 
power revenues. The Bonneville corpora- 
tion advocates hastened to proclaim that 
the precedent had now been established 
for early enactment of the Pacific North- 
west legislation. The link between the two 
measures was underscored when introduc- 
tion of the Bonneville bill, long ready, was 
withheld until two days after the TVA 
bill had safely cleared the House last May. 


A’ it was the same President who not 
long ago described TVA as “creeping 
Socialism” who signed the TVA financing 
bill, not without some preliminary misgiv- 
ings and subsequent uncertainties. Yet, 
when the President signed the TVA bond 
bill on August 6th, a map of the United 
States published in 1923 by the old Public 
Ownership magazine, balkanizing the 
nation into eight provinces of federal 
power corporations, took on latter-day 
life and meaning. 
The first tangible fruit of that plan was 
TVA itself, established ten years later, 
ostensibly as a navigation and flood-con- 


trol program, in which the production and 
sale of “surplus” electric power were to be 
entirely incidental, and were not even men- 
tioned in the preamble to the law. Today, 
with TVA finally relieved of virtually all 
substantial congressional and executive 
restraint, the time is ripe to move for more 
new-model, revenue bond-financed fed- 
eral power corporations. Yet, if we would 
but flash back fifty-three years, we can see 
in retrospect that a perfectly logical step- 
by-step legislative pattern began with en- 
actment of the first public power “prefer- 
ence clause” in 1906. 


HE recent TVA public power financ- 

ing law has set the stage for a long- 
brewing, massive drive for a breakthrough 
by the allied forces of government owner- 
ship. The next session of Congress will 
probably provide the sounding board to 
promote public acceptance of an impres- 
sive package of public power demands. 
Reasoning that they have nothing to lose 
and much to gain, proponents may well 
make a vigorous showing for enactment 
next year. 

In the likely event of failure in the 
pre-election session of 1960, the next 
target will be the fall campaign of 1960. 
A slight further swing to the left may be 
all that they need for this and other 
regional power legislation. 


OF SUCH STUFF political planks are hewn, not pre-election legisla- 
tion. Even as the TVA was enacted in "the first hundred days” of the 
New Deal, so a new federal power corporation might well be created 
in response to a campaign-made "mandate" by a new and leftish 
administration early in 1961. The Bonneville Power Corporation Bill 
should be taken for what it is, a dead-earnest early maneuver for a 
greatly expanded public power program in the anticipated event of a 
complete changeover at the White House. 
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"WHAT'S PAST IS PROLOGUE" 


Legislative Milestones That Mark the March of Government Ownership 
In the Power Field 

1906—GENERAL DAM ACT. Provided preference in leasing of excess reclamation 
electric power “for municipal purposes." 

1920—-FEDERAL POWER ACT OF 1920. Established preference to states and 
municipalities over private applicants for federal hydroelectric licenses. 

1933—NATIONAL RECOVERY ACT. Hundreds of millions were loaned or given to 
federal agencies, states, municipalities, and public utility districts for construc- 
tion of government-owned power facilities. Under PWA notable grants and 
loans were made to the South Carolina Public Service Authority (Santee- 
Cooper), the Lower Colorado River and the Grand River Power authorities, and 
to public utility districts in Nebraska, Washington, and Oregon. Initial grants 
were made to federal agencies to begin construction of such projects as the 
Bonneville, Grand Coulee, Fort Peck, and Shasta dams, to be completed by 
later regular appropriations. 

1933—THE TVA ACT. Established the first federal power corporation and provided 
a strong preference clause favoring government customers, federal and local, 
and electric co-operatives. 

1935—-AMENDMENTS TO THE TVA ACT. The original powers of the corporation 
were expanded in two important particulars: (I) The TVA was authorized to 
acquire existing private utilities, and to assist its preference customers to ac- 
quire such systems; (2) wide contract-making powers were provided, permitting 
—but not directing—"'sole supplier’ contracts with its customers, allowing the 
TVA to assume public utility responsibility for their future power requirements 
and denying them access to other power supply, including their own generating 
plants. 

1935—HOLDING COMPANY ACT OF 1935. Directed utility holding companies to 
consolidate holdings to geographically integrated areas, and forced the sale 
of noncontiguous operating companies. This opened the way for acquisition by 
municipalities and public utility districts which, by capitalizing on income no 
longer required for federal taxes, could outbid tax-paying potential private 
enterprise purchasers. San Antonio, Texas, and numerous towns and cities in 
Nebraska, including Omaha, embraced public ownership because of this situa- 
tion. 

1936—THE RURAL ELECTRIFICATION ACT. As a permanent law it replaced the 
organization set up by Executive Order of 1935 under the NRA. Provided low- 
cost 100 per cent loans for construction of rural power facilities in areas where 
central station service is not available. Preference in such loans was given to 
electric co-operatives and local governmental entities. Construction of federally 
financed co-operative generating and transmission facilities became a favored 
feature of the program. 

1937—THE BONNEVILLE DAM PROJECT ACT. Supported by a strong preference 
clause, the Bonneville Power Administration was made an agency of the Depart- 
ment of the Interior, empowered to market surplus power from the Bonneville 
dam, and by later Executive orders and legislation, from a dozen other federal 
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power projects in the Columbia basin. It was authorized to acquire by purchase 
or condemnation nonfederal utility facilities, including "rights of way, fran- 
chises, electric transmission lines, substations, and facilities and structures ap- 
purtenant thereto.” 

1939—TVA ACT AMENDMENT. Authorized issuance of TVA bonds to the Treasury 
for the purchase of private utilities in its proposed service area and resale to 
potential municipal and co-operative preference customers. This action resulted 
in area-wide government ownership, federal and local. 

1941—FIRST TVA STEAM PLANT. Authorized on the recommendation of the National 
Defense Advisory Commission under limited emergency defense powers, TVA 
began construction of its first steam electric plant at Watts Bar, Tennessee. 

1944—FLOOD CONTROL ACT OF 1944. This legislation contained two provisions 
of historic importance: (I) Section 5, which authorized the Department of the 
Interior to act as the sole marketing agency for surplus federal power, with the 
usual preference clause. Under this section surplus power from Corps of Engi- 
neers’ projects is marketed by the Southwestern, Southeastern, and. Bonneville 
Power administrations as agencies of the Interior Department. (2) The Pick-Sloan 
plan for co-ordinated development of Missouri basin water resources by the 
Corps of Engineers and the Bureau of Reclamation was incorporated in the act. 
The usual preference clause was included. 

1950—STEAM GENERATION PROVIDED FOR SOUTHWESTERN POWER AD- 
MINISTRATION. Congress, having previously rejected proposals for an am- 
bitious thermal power and transmission grid program for the SWPA, the same 
objectives were achieved by administrative action by the REA and the Depart- 
ment of the Interior. REA advanced funds for construction of generating plants 
and transmission grids to nearby co-operative groups, which in turn handed 
over to the SWPA the output or use of these facilities under life-of-the-project 
contracts on terms sufficient to reimburse the lender. A seemingly innocuous 
provision in the SWPA appropriation for 1950 for an ever-full $300,000 con- 
tinuing fund to be maintained from operating revenues became the source 
from which the co-operatives were reimbursed. 

1953—NEW YORK STATE POWER AUTHORITY granted FPC license to develop 
American share of St. Lawrence river power, following earlier ratification of St. 
Lawrence Seaway Treaty. 

1955—MVG-AEC (DIXON-YATES) CONTRACT CANCELED. Announcement of 
plans by the city of Memphis to construct its own generating facilities in prefer- 
ence to continued dependence on TVA at the impending expiration of its ''sole 
supplier" contract, enabled TVA to meet expanded power requirements of AEC 
without additional capacity. The MVG-AEC plan would have permitted a 
private utility generating company to have supplied augmented AEC require- 
ments through the TVA system. Public power advocates opposed the plan as a 
possible pattern to limit TVA generating expansion. 

1957—CONGRESS APPROVES PLAN for American share of Niagara redevelopment 
by New York State Power Authority under FPC license after seven-year con- 
troversy. 

1959—PRESIDENT SIGNS TVA revenue bond financing bill. 
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ee by the Northwest Public 
Power Association, the measure has 
been strongly supported by the entire pub- 
lic ownership bloc of pressure groups in- 
cluding the AFL-CIO and the National 
Rural Electric Co-operative Association. 
A wide assortment of auxiliary proposals 
are also included in this political package, 
ranging from incremental cost allocation 
to be repaid in 100 to 150 years, and capi- 
tal budget legislation, to a blue-sky re- 
definition of “comprehensive develop- 
ment.” 

Blocking early passage of S 1927 are 
several local factors. Opposition from 
strong and responsible interests is mani- 
fest throughout the region. A united front 
of the business community, utility labor 
leaders, state and local government offi- 
cials, and some farm organizations, joined 
with utility companies, presents an impos- 
ing counterweight to the zeal of the pro- 
ponents. Conflicting interests within the 
region have not been sufficiently composed 
as to give the bill united and enthusiastic 
local backing even among avowed public 
ownership groups which otherwise support 
its basic philosophy. One deterrent is the 
ample present and probable future power 
supply resulting from a vigorous nonfed- 
eral construction program developed dur- 
ing recent years of less pressure for fed- 
eral expansion. The skeptical attitude of 
real reclamation interests—local and na- 
tional—is a further deterrent. All of these 
differences could be quickly composed or 
overridden should strong left of left- 
center elements control the balance of 
power with a political turnover next fall. 


mai on a far broader and more 
generously subsidized scope than the 
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TVA bill, S 1927 may prove to be one of 
the most significant developments of the 
first session of the current Congress. Since 
passage of the TVA legislation, the bill 
is expected to be broadened to include the 
removal of statutory budget controls as 
provided in the TVA law. 

Shorn of the nonpower functions and 
early New Deal legal phraseology distinc- 
tive of TVA legislation, this broadly based 
charter was obviously drafted as a new 
concept of the federal power corporation 
adaptable with minor modifications to any 
region in the nation. It deserves thought- 
ful scrutiny from that viewpoint. 


Here are the high lights : Federal public 
utility “responsibility” (a key word, 
that) for the total net wholesale power 
requirements, public and private, of the 
Pacific Northwest is the essential purpose 
of the Bonneville Power Corporation. 
Taking over the assets and functions of 
the Bonneville Power Administration 
agency with extensive new powers, it 
would be a single-purpose power agency. 
No more fooling around or paying lip 
service to such subterfuge “primary ob- 
jectives” as reclamation or flood control, 
etc., as in former years. Funds would be 
supplied from appropriations, its own 
revenues, and from the sale of 50-year 
revenue bonds mandatorily purchased by 
the Treasury at average cost-of-money 
interest rate. 


be corporation would construct all 
federal transmission and interconnec- 
tion systems. It would construct and op- 
erate without further authorization such 
thermal (steam) generating plants, con- 
ventional and nuclear, as it deems neces- 
sary. It would supply all or part of funds 
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required for power facilities at Reclama- 
tion Bureau or Army Engineers’ hydro 
installations, and would become the sole 
marketing agent for all power generated 
by all federal projects in the region. 

Licensing of hydro projects by non- 
federal entities would be virtually elimi- 
nated. With an immaterial modification, 
the preference for public ownership in the 
sale of power would remain in force. The 
corporation would even operate in the Ca- 
nadian portion of the Columbia basin in 
the same manner as in the United States, 
subject to State Department negotiation 
and Canadian consent. Unlike TVA, it 
would make no payments in lieu of local 
taxes. 


_— bill creating this 1960 model fed- 
eral power corporation starts off with 
a sweeping declaration of policy. Three 


of the most potent constitutional powers, 
promotion of the general welfare, regu- 
lation of commerce, and national defense, 
are cited as the broad umbrella sheltering 
its authority. 


Development of electric power, it de- 
clares, shall be one of the equal purposes 
of the act, “as a means of increasing the 
national productive capacity, promoting 
the general welfare, strengthening the na- 
tional defense, and assisting the economic 
feasibility of navigation, flood control, 
and irrigation developments.” Future ad- 
ministrative and legal interpreters of the 
legislation may be expected to take note 
of the order of precedence in which these 
elements are enumerated. 


6 ken emphasis on the general welfare 
clause here and elsewhere in the bill is 
chiefly significant as legislative sugar- 
coating, probably designed as much as a 
congressional directive to corporate pol- 
icy as a legal prop in relation to thermal 
generation. 

With the exception of TVA, the tradi- 
tional constitutional justification for fed- 
eral power generation has been the pres- 
ervation of a federal asset (created by 
falling water) in pursuit of the commerce 
clause. Under the premises set forth in 
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the language of the Bonneville bill, the 
federal government could generate power 
entirely independent of hydro develop- 
ment. Already strained by TVA, the legal 
anchor chain that has traditionally moored 
federal power generation to river devel- 
opment, would be severed and sunk. Fed- 
eral power could be generated anywhere 
and by any means—with the ubiquitous 
“preference clause” in favor of public 
ownership customers as an _ inevitable 
corollary. 


H” it been drafted for the specific 

purpose of later tying in with the 
Anderson-Gore-Holifield program for 
construction of regional federal atomic 
energy generating plants, the bill could 
not have been more adroitly phrased. It 
is tailor-made for a future federal re- 


gional atomic power program. Federal 
nuclear—or conventional fuels—genera- 
tion of unlimited capacity and flexible 
location could be authorized in this pat- 
tern—all independent of hydro power at 
limited and fixed sites. 

Hydro power facilities would continue 
to be built by existing federal agencies, 
but would be financed wholly or partly 
by the corporation which would also mar- 
ket their output. The extent of such fi- 
nancial support would be determined by 
the corporation on the basis of power 
requirements “to maintain an expanding 
economy or otherwise improve the gen- 
eral welfare’ of the region. As an alter- 
nate or supplemental source of funds, ex- 
isting agencies would be free to tap the 
federal treasury through the usual chan- 
nel of appropriations. 


Uncle Sam as Sole Supplier of Area Power 
At of the sweeping provisions proposed for Bonneville area energy supply are 
set up to accomplish the main purpose of the bill: to assume and discharge for 
the federal government the sole public utility “responsibility to provide the total 
net wholesale power requirements of the region. Here, for the first time, Congress 
would authorize a federal agency to assume the responsibility not only to supply 
local governmental and co-operative agencies, but also private utilities and indus- 
trial customers. This provision does indeed "break new ground," as the bill's 
sponsor, Senator Richard L. Neuberger (Democrat, Oregon), has explained. 


i is true that, by means of its “sole 

supplier” contracts with municipal and 
co-operative customers, the TVA has been 
able to maintain a partial utility responsi- 
bility monopoly for two decades. Its in- 
dustrial customers—and now the city of 
Memphis—are not included. That situa- 
tion arose, however, out of administrative 
action by a far-reaching and uncontested 
interpretation of the statutes, not by spe- 
cific congressional directive. Furthermore, 
such public utility responsibility as TVA 
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asserts extends only to its legally “pre- 
ferred” customers, not to industries or 
private utilities, 

This Bonneville provision amounts to 
a declaration that the United States gov- 
ernment shall assume a virtual monopoly 
of the commercial enterprise of generat- 
ing electric power in this region. The 
socialist doctrine of federal ownership 
and operation of a basic industry as a 
usual and legitimate governmental func- 
tion is a fundamental implication of the 
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public utility responsibility provision and, 
in fact, of the entire bill. 


C ton broad significarice of this concept 
was graphically summed up _ by 
Thomas W. Delzell, board chairman, 
Portland General Electric Company, at 
the July Senate committee hearings. He 
said: 


It would declare as law the proposi- 
tion that the government has a moral 
and legal responsibility to enter into 
the field of manufacturing a basic com- 
modity—in spite of the fact that this 
commodity is being supplied in plenti- 
ful amounts by nongovernmental units 
in our economic system. It is obvious 
that if, as this bill proposes, the United 
States government has the responsibil- 
ity to build power plants and to serve 
as a public utility bound by law to pro- 
vide electric service to residents of the 
Pacific Northwest, then it is equally 
bound to provide such service to all 
other states in the United States. It 
seems readily apparent also that if the 
United States has a “utility responsi- 
bility” in the field of electric energy, 
it has equal responsibility to harvest tim- 
ber, pump oil, mine iron ore, and to 
provide the entire population of the 
United States with their “net require- 
ments” for these products in both their 
raw and finished forms. 


Wate the language of this section 
apparently includes all customers of 
wholesale power, public or private, an- 
other provision of the bill, the preference 
clause, vitiates any possible benefits to 
private enterprise utilities. 

This preference clause, for many years 


one of the principal legal instruments for 
the promotion of government ownership 
of electric utilities, provides that federal 
electric power shall be available to pri- 
vate companies only to the extent and 
for the period that such power shall not 
be required by the preferred local public 
ownership groups. This policy has proved 
a powerful local incentive toward acquisi- 
tion of privately owned tax-paying utility 
businesses by untaxed public agencies, 
often created for the purpose. It was ulti- 
mately responsible for the surrender of 
private enterprise to the TVA in 1939. 
With enactment of S 1927 the private 
utilities in the region could suffer the 
same fate. 

Thus, any long-term contracts between 
the corporation and private companies 
must include a clause permitting the re- 
duction of any part or all of the power 
supply as dictated by increased demand 
by preferred customers. Federal power 
would be available to private companies 
only on an if, when, and as basis. 

That the declaration of federal utility 
responsibility is no sure guaranty of ade- 
quate total power supply to all customers 
is recognized in the bill. “Reasonable geo- 
graphic” allocation of available power is 
provided, according to its sponsor, “in the 
unlikely event that the public utility re- 
sponsibility requirement were ignored 
and power shortage allowed to develop in 
the region.” 


emer objections to even this slight 
modification of the preference clause 
principle by its current beneficiaries in the 
area would indicate the general uncer- 
tainty as to the ability of the corporation 
at all times to meet its utility responsi- 

bility. 
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It is axiomatic that no utility business 
should ever permit itself to be insecure 
as to its ability to meet the future re- 
quirements of its customers. Yet it is not 
difficult to foresee a situation arising, 
either from deliberate corporate design 
or from congressional reluctance to ad- 
vance further credits, where the power 
supply would be so curtailed as to render 
the public utility responsibility clause 
meaningless to private contractors for 
federal power. This provision implicitly 
commits all future Congresses to approve 
such further appropriations and bond 
authorizations as the discharge of this 
responsibility requires. This ignores the 
rule that no Congress can bind its suc- 
cessors. 

Since thermal generation as a federal 
function is the necessary consequence of 
federal utility responsibility, the question 
naturally arises as to whether such an ac- 
tivity can be constitutionally justified. In 
the light of controlling decisions it would 
appear that this question must be decided 
by Congress and not by the courts. It has 
been impossible for litigants to establish 
standing in court so as even to bring the 
question before the bar for determination. 
As a practical matter the courts have ab- 
dicated constitutional control of TVA 
and the other two branches of the gov- 
ernment seem to be following suit. 


HE repeated addition of the phrases 

“increasing the national productive 
capacity” and “promoting the general wel- 
fare,” tends to make the function of com- 
mercial production and sale of electric 
power a federal purpose in itself—an 
entirely different basis than the recovery 
of an asset created by falling water. This 
approach rests squarely on the Marxian 


SEPTEMBER 24, 1959 


thesis that the federal government is the 
best and most appropriate instrument to 
engage in essential industrial commerce, 
with due regard for public interest. 
Where does that leave free enterprise? 

However, the issue will be submitted 
on no such simple terms. Such euphe- 
mistic phrases as “comprehensive multi- 
ple-purpose water resource development” 
offer a pleasing disguise for the basic 
purpose of S 1927—<creation of a vast 
federal power monopoly. 


ie the name of comprehensive develop- 

ment the corporation would also take 
over the function of advance planning of 
water resource development in the re- 
gion, annually submitting to Congress its 
proposed program for the ensuing six 
years. While programs of other agencies 
shall be considered, the purpose of such 
planning is “to meet its responsibilities” 
under the act. Such planning is a func- 
tion long exercised in close collaboration 
by experienced existing agencies dealing 
with water resources. The Pick-Sloan 
plan for the Missouri basin, and the Co- 
lumbia basin “308” reports are outstand- 
ing examples of the type of successful 
co-ordinated regional planning by long- 
established water resources agencies that 
would be scrapped by this bill. 

Constructing agencies receiving assist- 
ance from the corporation would retain 
only a consultative role in the allocation 
of costs, a function which would become 
the sole responsibility of the corporation 
(except as to repayments for reclama- 
tion). 


a is apparent that the intent of S 1927 
is to subordinate the Corps of Engi- 





THE FEDERAL POWER CORPORATION 


neers and the Bureau of Reclamation to 
secondary roles, mere constructing and 
power-producing agencies, dependent on 
the corporation for direction, planning, 
and financial support. Generation of elec- 
tric power, declared to be an equal pur- 
pose, would in fact be dominant over 
reclamation, flood control, and all other 
water uses. The affected federal agencies 
have not meekly submitted to these pro- 
posals to partially dismantle their operat- 
ing and planning functions. Their objec- 
tions are a matter of record. 
A a further extension of corporation 
control over water resources of the 
region, the bill prescribes new and limit- 
ing criteria under which licenses for non- 
federal construction of hydro projects in 
the area may be granted by the Federal 
Power Commission. Licenses may be 
granted, under this provision, only to 
projects which are planned to meet re- 
gional comprehensive development re- 
quirements. The operative word here is 
“regional.” Section 10 of the Federal 
Power Act, as amended, now requires 
applicants for licenses to file “a compre- 
hensive plan for improving or develop- 
ing a waterway or waterways,” without 


reference to regional planning. As a mat- 
ter of fact, most hydro licenses are usu- 
ally designed on regional rather than 
basin planning. However, application of 
this additional stipulation lends itself to 
restrictive interpretation limiting the 
scope of private development. 


PC licenses would be further limited 

or even foreclosed by the application of 
the public utility responsibility clause to 
subsections 7A and 7B. As pointed out 
by Kinsey M. Robinson, president of the 
Washington Water Power Company, at 
the July Senate committee hearings on the 
bill, the corporation could pre-empt re- 
maining economic hydro sites under § 
7B, which requires the FPC to deny a 
license if it finds a project is required 
for a federal purpose. Hence the power 
requirements of the corporation under 
the public utility responsibility section 
could be interpreted to come within the 
scope of § 7B, hitherto regarded as ap- 
plicable chiefly to navigation and flood- 
control purposes. Furthermore, a 1940 
decision of the FPC under § 7A indicates 
a denial of any license that might result 
in the loss of a market by a federal power 
agency. 


THE FINAL FEATURE of the Bonneville bill is the key to the entire 
ambitious plan for federal domination of this area: the method of 
financing the corporation by means of revenue bonds. Without easy 
access to huge reservoirs of cheap money, unfettered by the process 
of annual congressional appropriation, the creation of a corporation 
as a substitute for the present power administration would have little 
meaning. While the proposed revenue bond plan follows the new 
TVA-financing pattern in many recognizable principles, it varies from 
it considerably in details and methods, 


Probably the most important variation 
(from TVA) is the provision that the 
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Bonneville corporation’s 50-year bonds 
must be mandatorily purchased by the 
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Treasury, not as provided for TVA fi- 
nancing offered to the public at interest 
rates and maturity dates sufficiently at- 
tractive to assure public subscription. In- 
terest rates would not be determined Ly 
interest on government bonds of the near- 
est comparable maturity. Instead, the cor- 
poration would pay a rate determined 
annually as the average paid by the 
Treasury on all its outstanding market- 
able obligations—including the fractional 
rate paid on a large volume of short- 
term notes. This weighted average rate 
would give the corporation a varying in- 
terest subsidy in the range of 50 per 
cent over the long-term rate. The com- 
petitive advantage of heavily subsidized 
interest rates is particularly notable 
when applied to the high capital costs 
of hydro and nuclear facilities. 


O° JECTIONS that have in the past been 


raised to the TVA revenue bond 
plan are equally applicable to the Bonne- 
ville proposal, with the addition that 
the latter also includes mandatory pur- 
chase by Treasury at an interest formula 
constituting a built-in subsidy. Bonneville 
Power Corporation revenue bonds up to 
the authorized maximum would be issued 
at the pleasure of its board without fur- 
ther congressional approval. While the 
corporation could request and receive 
regular appropriations, its expenditures 
from operating revenues and bond pro- 
ceeds would bypass the constitutional ap- 
propriative process. In the pending draft 
budgetary controls would be a formality 
but, since the precedent was established 
in the TVA bond act, the bill is expected 
to be broadened to conform with the 
budgetary freedom now accorded the 
TVA. 
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In anticipation of future legislation 
establishing ‘‘a system of capital account- 
ing,” it is provided that the outstanding 
debt of the corporation shall not be in- 
cluded in calculations of the total na- 
tional debt. The capital accounting meth- 
od is a plan to divide the national budget 
between outlays for operating expenses 
of government and for capital invest- 
ments such as public improvements. This 
hardy perennial of Lord Keynes’ eco- 
nomic flower bed has survived the blight- 
ing frosts of cold logic for many seasons. 
It remains a key tenet of the Washington 
coterie of deficit spenders. 


HILE the bill authorizes an initial 
bond ceiling of $1.1 billion, the am- 
bitious program proposed by the sponsors 
would suggest that this sum is only a 
small beginning. With the original au- 
thorization many new starts might be 
made, but further funds would soon be 
needed to complete the undertakings. It 
has been estimated in testimony that the 
region will require at least $20 billion in 
new money at present price levels. 
The Bonneville Power Corporation 
would be created to fill a nonexistent need 
for more power capacity than is now 
available or in process of completion. Ac- 
tually, the federal government has played 
a rapidly diminishing role as a source 
of new power supply for the region in 
recent years. According to the 1958 Bon- 
neville Power Administration annual re- 
port, nonfederal agencies had 17 projects 
with a total capacity of 3,445,250 kilo- 
watts under construction, while the fed- 
eral government was building seven proj- 
ects with a total of 2,484,650 kilowatts. 
The fact that the area enjoys an ample 
supply now and for a reasonable advance 











period is due mainly to the nonfederal 
construction program which this bill 
would scuttle. 


Feared cynical examination of 

the bill persuades this writer that 
the Bonneville Power Corporation is at 
least suited to eventual liquidation of the 
investor-owned electric utility business in 
the Pacific Northwest and the substitu- 
tion of a federal power monopoly. 

And if legislation of this character is 
adopted for this region, the forces of 
public power will be on the march— 
everywhere. They will have achieved an 
impressive breakthrough. Such an event 
might well be according to plan. It was 
outlined on December 11, 1953, by Le- 
land Olds, former chairman of the Fed- 
eral Power Commission, at a nation-wide 
foregathering of public power leadership 
called the Electric Consumers’ Confer- 
ence. 

To this group Olds presented a re- 
markably penetrating outline of the fu- 
ture, entitled “A Power Program for the 
American People.” Here, for the first 
time, he proposed federal power corpora- 
tion revenue bonds as the solution of 
TVA’s financial problems. Here he re- 
vived the eight-region federal power cor- 
poration scheme and coupled it with 
revenue bond financing. Here he named 
the Pacific Northwest as a first target 
to follow the TVA. The pending Bonne- 
ville Power Corporation Bill incorporates 
many of the essentials he outlined there. 


B” how are Congressmen, few of 
whom would touch anything frankly 
tagged as Socialism with a 10-foot pole, 
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often persuaded to join in support of such 
adventures in Socialism? The bait, tried 
and true, is the old free lunch, the osten- 
sible something-for-nothing, regional 
benefits for local constituents, at the ex- 
pense of the general taxpayer. The gen- 
eral taxpayer is an entity so vague, if not 
so unconscious, as to be ignored with 
impunity. And the surest way to disguise 
the socialistic trap is smear it liberally 
with the odor of pork. Cheap electric 
power supply at somebody else’s expense 
has always been a powerful lure for the 
unwary lawmaker with his eyes fixed un- 
swervingly on the election returns. 

And so progress is made by indirection. 
Only the old-fashioned Communists, who 
swallow their Marx straight, believe any 
longer in violent revolutionary methods. 
The Fabian Socialists since the heydays 
of Shaw and the Webbs in England found 
that slow poisoning was far more effec- 
tive than bloody murder. Free enterprise 
is just as dead in the end by either 
method. 


HE Fabians were able to prove in 

Britain that more socialistic progress 
could be made by purposefully working 
within the framework of a free society 
and making effective use of the very in- 
struments which a capitalistic society had 
provided, including that most capitalistic 
of all creations—the business corpora- 
tion, of all things! If this lesson has been 
entirely lost upon us, especially in the 
light of actual experience with the na- 
tionalization of public utilities in Great 
Britain and other so-called capitalistic 
countries, then we cannot blame others 
than ourselves. 
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Judicial Supergovernment 
And States’ Rights 


By the Honorable EVERETT C. McKEAGE* 


President, California Public Utilities Commission 


‘ ,.. the preservation of the states and the maintenance of their 


governments, are as much within the design and care of the Consti- 

tution as the preservation of the Union and the maintenance of the 

national government." Supreme Court of the United States in the 

case of Texas v. White, 7 Wall 700, 725, 19 L ed 227, 237, decided in 

1869, following the close of the Civil War and arising out of that 
conflict. 


RELIMINARILY, I desire to state that 

this article is written in the author’s 

personal capacity, and any opinion ex- 
pressed herein is his own and is not to be 
understood as necessarily representing the 
opinion of the state agency with which he 
is affiliated or the opinion of any member 
thereof. 

So that the reader may understand the 
fundamental philosophy of the author of 
this article, I wish to state that I am not 
an admirer of the concentrationist gov- 
ernmental philosophy of John Marshall 
and Alexander Hamilton. I still believe, 
with Abraham Lincoln, that the principles 
of Thomas Jefferson are the definitions 
and the axioms of a free society. Time has 


*For additional personal note, see “Pages with 
the Editors.” 
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not disproven Jefferson’s statement that a 
truly consolidated government would con- 
stitute the greatest of all tyrannies, and 
that a heavy government is easy for the 
governors but subversive of the rights of 
the people; nor has time disproven the 
wisdom of his statement that asserted good 
motives and intentions of public officials 
are not to be trusted, but that public of- 
ficials should be bound down by the chains 
of the Constitution. Old-fashioned it may 
be; nevertheless, I am still attached to the 
principles embodied in the Ninth and 
Tenth Amendments to the federal Consti- 
tution. 


[" is interesting to note that John Mar- 
shall, prior to his becoming Chief Jus- 
tice of the Supreme Court of the United 








States, subscribed to the Jeffersonian 
philosophy that courts are incompetent to 
declare acts of the legislature unconstitu- 
tional. 


|. oe so contended as counsel for 

the defendant in the celebrated case 
of Ware v. Hylton (3 Dallas 199, 211, 1 
L ed 568, 573), which was decided by the 
Supreme Court prior to his becoming a 
member thereof. 

Our political history teaches us that the 
federal government is a government of 
delegated powers and that the functions 
of that government have been separated 
into three co-ordinate branches or depart- 
ments. 

No one can deny that the Constitu- 
tion so intended. The debates in the Fed- 
eral Constitutional Convention clearly in- 
dicate that to be the fact. However, time 
and circumstance have radically changed 
what the Founding Fathers definitely in- 
tended to create and did actually create. 


Gradual Arrogation of Powers 


Ov" the years, the Supreme Court has 

gradually become a supergovernment 
and has undertaken to tell the executive 
and legislative branches of government 
what they may or may not do. Gradually 
and imperceptibly—like the building of a 
coral reef—that court has taken unto it- 
self supervision over the two other co- 
ordinate branches of government, includ- 
ing the state governments, and’ now ex- 
ercises, as Mr. Justice Holmes observed 
with regard to judges in general, the royal 
prerogative of choice. If this is not the 
destruction of equality, I am at a loss to 
know how such equality could be de- 
stroyed. 
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One does not have to go into literature 
of any kind other than that constitut- 
ed by the dissenting opinions of the 
justices of the Supreme Court to know 
that the decisions of that court constitute 
the personal judicial views of the members 
thereof, based upon their wisdom, unwis- 
dom, predilections, social viewpoints, and 
human natures. Mr. Justice Holmes, in 
several dissenting opinions, pointed that 
fact out as have several other members of 
that court. 


Judicial Lawmaking 


N the Baldwin case (281 US 586, 595, 
596, 74 L ed 1056, 1061), Holmes said 
that there appeared no limit but the sky 
to the action of the court in striking down 
state laws which happen to appear to a 
majority of the court as, for any reason, 
undesirable. 

He expressed a similar view in the 
Lochner case (198 US 45, 74, 49 
L ed 937, 949). In the Springer case (277 
US 189, 209-212, 72 L ed 845, 852-854), 
Holmes pointed out that, in fact, the court 
legislates when it determines which of 
two competing public policies shall pre- 
vail. 

That a legislative decision is a political 
one can hardly be denied. Therefore, when 
the Supreme Court legislates it makes a 
political decision. 

Similar criticism was offered by Mr. 
Justice Black, as to the personal views of 
the members of the court coloring their 
decisions, in the Adamson case (332 US 
46, 68-92, 91 L ed 1903, 1917-1930), con- 
curred in by Justices Douglas and Mur- 
phy. 

This dissent is commended to all those 
interested in this vital subject. 


SEPTEMBER 24, 1959 








PUBLIC UTILITIES FORTNIGHTLY 


AT THIS POINT, | desire to confess an error which | committed in an 
address on § 13 of the Interstate Commerce Act, wherein | stated that 
Holmes had characterized the Supreme Court as a continuing con- 
stitutional convention. What he did say, along with Mr. Justice 
Brandeis in the Burns Baking Company case (264 US 504, 517-534, 
68 L ed 813, 828-836), was that the action by the court constituted 
“an exercise of the powers of a superlegislature—not the performance 
of the constitutional function of judicial review." This is even more 
startling than the "continuing constitutional convention" concept 
which actually was put forward by James M. Beck (not Holmes), an 
acknowledged authority on constitutional law and a former Solicitor 


General of the United States. 


_ critical dissents by members of 

the Supreme Court charging that 
court with violating the judicial rule 
against a court legislating could be mul- 
tiplied many fold. As a matter of actual 
fact, the Supreme Court, by its action, has 
seen fit to legislate in fields where the Con- 
gress has deliberately refused to enter. We 
have seen that court imputing to the Con- 
gress intentions which the Congress never 
entertained. 


No Court Is Infallible 


HE author does not subscribe to the 

spineless philosophy that courts can 
do no wrong. I believe that courts can 
break the law just as easily and as often 
as can the executive and legislative 
branches of government. The only differ- 
ence is that, as applied to the Supreme 
Court of the United States, there is no one 
above that agency of government to say, 
in an effective way, that it is wrong. Im- 
peachment of the members of the court is 
wholly unsuited to remedy this situa- 
tion. 


What is really needed is impeachment 
of the decisions of the U. S. Supreme 
Court. 
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Cardinal Richelieu stated that all power 
corrupts and that absolute power absolute- 
ly corrupts and breeds irresponsibility. 
Can any candid man doubt the truth of 
this statement who has read and under- 
stood history? 

By quoting Cardinal Richelieu I 
do not imply that the Supreme Court has 
ever been or is now corrupt as that term 
is generally understood. What I do imply 
is that the exercise of absolute power tends 
to corrupt and distort a public official’s 
point of view, discrimination, and discre- 
tion and tends to disable him from giving 
that type of responsible public service 
which the citizens of a free society are en- 
titled to expect. 


Invasion of States’ 
Rights 

HH“ reveals that the Supreme Court 

has set the pattern for the invasion 
of the rights of the several states and, al- 
though followed in that course by both the 
Congress and the President, it must be 
admitted that the court has been more re- 
sponsible for the breach in the dike than 
the two other federal branches put to- 
gether. 
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IT WAS THE Supreme Court, in the Shreveport cases (234 US 342, 58 
L ed 1341), which established the unitary rule that the federal author- 
ity could completely occupy the field of commerce, including both 
interstate and intrastate commerce. The Founding Fathers must have 
turned in their graves when that decision was handed down in 1914 
by the court. This federal pre-emption process has accelerated in pace 
since that decision, until now the rights of the several states—whatever 
may be left—are enjoyed at the sufferance of the Supreme Court. 
So, | assert that the dream of the Founding Fathers that ours would 
be a government of laws and not of men has vanished like the snows 
of yesteryear in the crucible of judicial supergovernment. 


This, for the reason that the decisions 
of the Supreme Court will depend upon 
the individual and changing views of its 
members who may come and go upon its 
bench. 


Decisions Modify Constitution 
. i ‘HE Supreme Court states it to be a 


rule of law that its decisions inter- 
preting the federal Constitution are the 
supreme law of the land, even though it be 
a decision overruling many prior decisions 
of that court which were the supreme law 
of the land until overruled. Thus, good 
constitutional law today becomes heresy 
tomorrow because the court has changed 
its mind, even though by a divided vote. 


Volumes could be written on this par- 
ticular subject, but space will not permit. 
However, the author invites those inter- 
ested to read “The Supreme Court in the 
American System of Government,” by the 
late Mr. Justice Jackson, Associate Justice 
of the Supreme Court, and “The Bill of 
Rights,” by Judge Learned Hand; retired 
chief judge of the United States court of 
appeals. 

These two works, based upon long 
judicial experience, will convince any 
candid mind, in my opinion, that the 
Supreme Court, by its decisions, does 


change, in fact, the meaning of the federal 
Constitution just as though that Consti- 
tution had been amended by inserting new 
language therein. Which renders some- 
what strained and old-fashioned the lan- 
guage of the court in the relatively recent 
case (decided March 26, 1956) of Ullman 
v. United States (350 US 422, 428, 100 L 
ed 511, 519), which reads: 


Nothing new can be put into the Con- 


stitution except through the amenda- 
tory process. Nothing old can be taken 
out without the same process. 


Contrary to the ancient federalist doc- 
trine that a good judge expands his juris- 
diction, I believe that an able judge ex- 
ercises wise restraint to keep within his 
jurisdiction; that type of restraint which 
all great religious and philosophical teach- 
ers have said is the mark of wisdom. 


Example of Usurping State Authority 


N outstanding and relatively recent ex- 
ample of the striking down of state 
authority by the Supreme Court (involv- 
ing the state of California) is reflected in 
the case of California Public Utilities 
Commission v. United States (355 US 
534, 23 PUR3d 55, 2 Led 2d 470), which 
was decided March 3, 1958. The action of 
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the court affirmed the decision of a three- 
judge statutory United States district 
court for the northern district of Cali- 
fornia, rendered April 30, 1956 (14 
PUR3d 300, 141 F Supp 168). The court 
divided 6-3, Mr. Justice Douglas deliver- 
ing the prevailing opinion and Mr. Justice 
Harlan delivering a dissenting opinion 
which was concurred in by the Chief Jus- 
tice and Mr. Justice Burton. 

Here is a perfect example of individual 
viewpoint interpretation of the meaning 
of the federal Constitution. A reading of 
these two opinions places this subject in 
bold relief. On the same day, as pointed 
out by the dissenting opinion, the court 
rendered another decision (Detroit v. 
Murray Corp. 355 US 489, 495, 2 L ed 
2d 441, 460) which, in the opinion of 
the author of this article, cannot be recon- 
ciled on principle with the decision in- 
validating the California statute. 


HE issue involved in this case was 

whether or not the state of California 
had authority to regulate the rates of 
property carriers as applied to the intra- 
state transportation of property of the 
United States. Several subsidiary issues 
arose but the issue stated was the focal 
and all-important one. 

The statutory United States district 
court determined that issue in the negative 
and the Supreme Court affirmed. 

A reading of the prevailing opinion of 
the Supreme Court and the dissenting 
opinion is most enlightening. These opin- 
ions are relatively brief and should be read 
by students of the subject here discussed. 

The opinion of the district court was 
based upon an argument in terrorem, 
which is the usual position taken when 
courts seek to strike down the action of a 
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state on the ground that it invades federal 
authority. In other words, the exercise of 
state authority would create chaos and 
confusion and retard the military and se- 
curity effort. 


i attempting to distinguish the Penn 

Dairies case (which was indistinguish- 
able, in my opinion), the lower court con- 
stitutionally contrasted an “hydrogen 
bomb” to a “milk can,” in order to under- 
score the justification for its holding, and 
relied (apparently exclusively) upon 
claimed security and military reasons for 
striking down the state statute, but wound 
up by invalidating the statute as applied to 
any and all property of the United States, 
whether hydrogen bombs, groceries, or 
toothpaste. The court made no distinc- 
tion as to any of the departments of the 
federal government. There can be no 
doubt that the Supreme Court affirmed 
the lower court upon the broad grounds 
stated. 

The following quotation from the opin- 
ion of the lower court is most interesting : 


In a dictatorship, the war lords do not 
even demand—much less request—au- 
thority to negotiate with private parties 
for the supply of their war needs. 
Autocrats take what they want! 

It is therefore a heartening spectacle, 
in a constitutional democracy, to see a 
group of military men, speaking for the 
sovereign itself, appear in a civil court 
to plead to be allowed to carry out their 
constitutional functions by being per- 
mitted to contract freely with privately 
owned carriers to supply the govern- 
ment’s transportation needs. 

But this very subordination of the 
military to the civil power—funda- 
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mental in every true democracy—itself 
imposes a grave responsibility upon 
civil courts. We dare not, in good con- 
science and under the Constitution of 
the United States, deny relief to such 
a suitor when it proves to our satisfac- 
tion that such denial would hamper the 
national defense. 


HE temper of this language has a 
strange ring to it. I had supposed that 
it was taken for granted that military offi- 
cers would render themselves responsive 
to the civil authority, in light of the funda- 
mental principle that the military is sub- 


ordinate to the civil authority in this and 
all other free governments, and that such 
officers are due no compliment for obey- 
ing the laws of the land. The author spent 
his late teens and early twenties in the 
regular Army of the United States and, 
at no time, was he ever taught by the mili- 
tary authorities that a soldier was to be 
complimented for recognizing this funda- 
mental principle of our government. As a 
matter of fact, he was specifically taught 
to respect it. 

The opinion of the lower court is most 
interesting and is well worth reading, al- 
though somewhat lengthy. 


State Authority in Regulation Banished 


wile the decision in the public utilities commission case, adverted to 
herein, concerned only transportation rates, in light of the tenor and 
temper of the opinion of the Supreme Court, it is my considered judgment 
that the same rule would beextended to all utility rates, gas, electric, telephone, 
water, and warehouses. The three justices who dissented expressed such to 
be their view. In my opinion, the decision in question has driven state authority 
from the field of regulation, as applied to services and commodities furnished 
to the United States; that is, if the rule announced will be followed by the 
Supreme Court. It would not be unusual, however, for that court to refuse to 
follow the rule in a subsequent case, if past history of that court's action 
is a guide. 
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Judicial Restraint Needed 


ieee may be some who see virtue in 
having the Supreme Court act as it 

has acted but such a policy inevitably leads 
to consolidation of all power at the top. 
While there should be reasonable flexibil- 
ity in the operation of the federal Con- 
stitution, it is submitted that the Constitu- 
tion should not become chameleonic and 
take on the coloring of the personal 
philosophy of each transient majority of 
the Supreme Court of the United States. 
There can be no question but that a free 
government is not the most efficient as 
compared to a totalitarian one. The dif- 
fusion of powers among the people is the 
outstanding quality of a democratic form 
of government. As a matter of fact, the 
very inefficiency which inheres in the wide 
distribution of powers within the body 
politic is a merit in itself for which we are 
willing to pay. We do not need a decision 
of the Supreme Court on all matters ap- 
pealed to that court, except to dismiss 
many for lack of jurisdiction. Surely the 


people or their legislative representatives 
should be permitted more latitude in order- 
ing their local affairs than they now en- 
joy. 

More judicial restraint would be very 
much in order. 


— us examine the process by which the 

decisions are reached by the Supreme 
Court. First, the members of the court 
decide that the court has jurisdiction of the 
subject matter, it matters not what it may 
be. It takes the position that its decision, 
in this regard, is final and beyond review 
by any other agency of government. This 
is an assertion of absolute power unre- 
strained by a vote of the people. Second, 
it decides the issues which it alone de- 
termines are presented and it takes the 
position that its decision on the issues is 
final and binding upon all other branches 
of government, even to the point of de- 
claring null and void the deliberate acts 
of the executive and legislative branches 
of government. 


AS HERETOFORE POINTED OUT, the court contends that its vary- 
ing and contradictory decisions interpreting the federal Constitution 
are the supreme law of the land. Thus, the position of the court is that 
it is absolute and all in all. It should be a sufficient answer to this to 
point out that Thomas Jefferson, Andrew Jackson, and Abraham 
Lincoln disagreed with such contention. If the Supreme Court is the 
final authority of what it may or may not do and what the two other 
co-ordinate branches of government may or may not do, how can it 
be contended that it has not constituted itself a supergovernment? 


Mr. Justice Stone, prior to becoming 
Chief Justice, stated in the Butler case 
(297 US 1, 78, 79, 80 L ed 477, 495) 
that, while the legislative and executive 
branches are subject to restraint by the 
vote of the people at regular intervals, 
the only check upon the exercise of power 
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by the members of the Supreme Court is 
their own sense of self-restraint. What a 
commentary on free government! 


Political Constitutional Review 


Council 


7. may ask me, “What is the answer 
to all this?” I reply that the efficient 
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answer to this is a frankly political consti- 
tutional review council with the power to 
reverse and overrule decisions of the 
Supreme Court of the United States wher- 
ever that court undertakes to interpret the 
federal Constitution or to declare null and 
void acts of the Congress or of the state 
legislatures or the acts of the executive 


power, either federal or state. Such a pro- 
cedure would provide an automatic appeal 
to this council from any decision of the 
Supreme Court taking the action referred 
to. 

Such council would be drawn from the 
branches of both the federal and state gov- 
ernments. 


IT IS CONTENDED that the very existence of such a council would 
constitute a salutary restraining influence upon the Supreme Court 
and would result in preventing many of these decisions rendered by 
that court undertaking to declare null and void acts of the executive 
and the legislative branches of government, both federal and state. 
The existence of such a council would inculcate a sense of wise judicial 
restraint where it now appears to be absent. 


The mere presence of a reviewing au- 
thority would cause the members of the 
court to exercise more mature judicial dis- 
cretion than is now the case where they 
are free to roam in a world all their own. 
At all events, the people would have a 
frankly political council to exercise juris- 
diction over what are frankly political de- 
cisions of the Supreme Court in the sense 
of governmental polity and admitted to be 
such by many members thereof. 


Hs proves that public opinion has 
not been efficacious in retarding this 
march towards centralization of all power 
in the federal authority. If this march is 
to be reversed, constitutional action is 


necessary. 
Relatively speaking, I do not believe 
that the Supreme Court is any less in need 
of paramount authority over it than any 
other agency of government. In the large 
sense, it is a political agency of govern- 
ment as are the legislative and executive 
branches. I have never entertained the 
thought that the members of the court are 


more intelligent, patriotic, or possessed of 
greater integrity than other public of- 
ficials. The members of the court are men 
possessed of the ordinary and usual fraili- 
ties and shortcomings of human nature 
and the elevation to the bench of that, or 
any other, court does not change human 
nature. 


M* parting thought is: In a free society, 
the constitutional charter should be 
construed always in favor of a wide dif- 
fusion of power among the people and 
against consolidation of power in the 
national authority. Please remember that 
few men are without the dictator and in- 
dispensable man complex, to some degree, 
although they will honestly deny such 
aspiration or tendency. Therefore, it be- 
hooves free men to resolve all silences, 
omissions, presumptions, inferences, and 
doubts arising from national charters in 
favor of local autonomy, otherwise con- 
solidation and concentration of authority 
at the top will ineluctably follow as night 
the day. 
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What the people of this nation need is 
to talk less and act more in behalf of a 
movement to amend the federal Constitu- 
tion by specifically writing into that docu- 
ment the spirit which the Founding 
Fathers breathed into it, largely by im- 
plication, hoping with James Russell 
Lowell that this spirit would find lodg- 
ment in the hearts and minds of those who 
followed in their footsteps. The Fathers 
were possessed of that robust quality of 
free men, but their descendants have fal- 
tered and equivocated. 

These gaps in the Constitution should 


be closed by unmistakable amendatory 
language, based upon experience, and so 
plainly worded that no consolidationist, 
however sincere, might misconstrue the 
meaning of free government. This, to the 
end that there be indelibly enshrined in 
our federal charter the wisdom of Thomas 
Jefferson, epitomized by these immortal 
words: 


In questions of power, then, let no 
more be heard of confidence in man, 
but bind him down from mischief by 
the chains of the Constitution. 





Support for More TVA’s 
— the twenty-six years the TVA has been in existence, 
economic gains have come to the entire Tennessee valley area 
and to people living in neighboring states. 

The TVA has served all elements of life in the Tennessee valley, 
and, in fact, private utility companies have naturally benefited by 
TVA operations. 

“All of us know that during World War II the Tennessee Valley 
Authority was a great bulwark in the defense of this nation against 
Fascist aggression, and except for the TVA, the A-bomb and the H- 
bomb would not have been perfected and the atomic experiments 
completed as soon as they were. 

"Since 1937, private electric utility companies have increased and 
expanded three times from what they were in 1937, when the TVA 
started its power operations. 

“May | add that it is a happy personal recollection that I, as Con- 
gressman, voted to create the TVA and as United States Senator 
voted in support of the TVA self-financing bill so that a major region 
of the United States is not to be handicapped for lack of electric 
power. 

If similar projects would be beneficial to Americans living in other 
regions of this great country, | would be happy to support them also." 


—STEPHEN M. YOUNG, 
U. S. Senator from Ohio. 
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Fertile Field for Utilities— 


Area Development 


Active participation in community develop- 
ment can be richly rewarding to the utility 
that approaches the job realistically. Public 
relations are improved, for one thing. But 
also it ultimately pays off in dollars and 
cents, too. More and more utilities are in- 
vesting their money, talents, and energy to 
make their city or town a better place to 
live in. 


By C. E. WRIGHT* 


EN years ago the Carolina Power 
& Light Company of Raleigh, North 
Carolina, spearheaded a community 
development project that pointed the way 
toward the rural development program 
now being carried out by the U. S. De- 
partment of Agriculture, with the co- 
operation of the Commerce, Labor, In- 
terior, and Health, Education, and Wel- 
fare departments, the Small Business 
Administration, and the President’s Coun- 
cil of Economic Advisers. The North 
Carolina project recently brought a let- 
ter of commendation from President 
Eisenhower. It has spread to its neigh- 
bor, South Carolina, and is the pilot plan 
for the federal program now under way 
in 30 states and Puerto Rico. It is an 
illustration of the effective way in which 
utility companies can further their own 
interests by working for the betterment 
of the communities they serve. 
In 1952 Carolina Power & Light Com- 


*Free-lance writer, resident in Jacksonville, 


Florida. 
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pany launched a Finer Carolina Program, 
designed for its own service area, which, 
according to E. N. Pope, the company’s 
advertising manager, has been “the best 
public relations tool ever employed by the 
company.” 

He adds that “the Carolinas are finer 
as a result of the Finer Carolina Program 
and there is evidence across our system to 
prove it.” 


e hwen years earlier the Carolina Com- 

pany was largely responsible for the 
formation of the Asheville Agricultural 
Development Council, the organization 
whose work in the past decade brought 
this praise last December from President 
Eisenhower : 


You have shown that programs of 
area development, locally organized 
and locally directed, can increase in- 
comes of farm and rural people and 
contribute much to the prosperity of 
communities, towns, and cities through- 
out our land. 
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Project Develops Successfully 
_ Carolina Power & Light Com- 
pany first considered the rural de- 
velopment idea, we realized, says D. E. 
Stewart, manager of the company’s area 
development department, “that such a 
program sponsored by us would not chal- 
lenge other people to work. We deter- 
mined it should have a broader base. The 
Asheville Chamber of Commerce saw the 
wisdom of sponsoring the program. Sub- 
sequently the Asheville Agricultural De- 
velopment Council was formed and a 
drive for funds was conducted to carry 
it through the first three years of critical 
operation. It has since become well ac- 
cepted and has done an outstanding job 
in the area, spreading to sixteen of the 
far western counties in its community 
development aspects. 
“The project, in fact, became so suc- 
cessful that the Winston-Salem Chamber 


of Commerce, under leadership of a bank, 


formulated the Northwestern North 
Carolina Development Association, com- 
prising an 11-county area. This was fol- 
lowed by the formation of the Capital 
Area Development Association in the 
Raleigh area, comprising seven counties. 
Following that was the SENCland De- 
velopment Association in the Wilmington 
area, also with seven counties. Since then 
other associations have been formed, one 
extending across the state line into South 
Carolina. 

“This work has been credited as being 
the forerunner of the USDA Rural De- 
velopment Program in 100 counties 
across the United States. This tie is ex- 
plained by the fact that True D. Morse, 
formerly president of Doane’s Agricul- 
tural Service of St. Louis, Missouri, 
helped us to formulate the plan of organ- 
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ization for the Asheville Agricultural De- 
velopment Council. He has since been 
appointed Under Secretary of Agricul- 
ture.” 


HE Federal Reserve Bank of Rich- 

mond, Virginia, in its monthly re- 
view of July, 1959, devoted four pages 
to the results that have been achieved in 
the area of which Asheville is the cen- 
ter. “Community after community .. . 
has had its face lifted. Homes have been 
painted, kitchens remodeled, bathrooms 
installed, and other home improvements 
added. Churches have been remodeled and 
painted; neglected cemeteries cleaned off 
and landscaped. Attractive entrance signs 
have been erected at the entrance to many 
communities; mailboxes painted and im- 
proved. Over forty community centers 
have been built, and many youth pro- 
grams launched.” 

And that is not all, says the Richmond 
Federal Reserve. “New sources of in- 
come—both on and off the farm—have 
been developed. Specialty crops are be- 
ing produced and a more intensive type 
of agriculture is being practiced. Farm- 
ers’ cash receipts from marketings have 
doubled—jumping from $38 million in 
1950 to $76 million last year. Gross farm 
income climbed 70 per cent during the 
same period.” 

The business community has shared in 
the agricultural progress. The happenings 
on the farm have “speeded up industrial 
growth.” 


Some Auxiliary Benefits 


, I ‘HE Federal Reserve cites a few spe- 
cific examples of what other things 
have happened. In Watauga county, 
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North Carolina, broiler production 
jumped from 1 million to 2 million birds 
in one year. In Chesterfield county a 
new poultry and egg business grew from 
8,000 to 100,000 -layers in eighteen 
months. The residents of Bertie county 
raised $40,000 to build a new produce 
market. 


Some years ago the little town of Iron 
Duff, only 35 miles from Asheville, had 
106 families but no telephones and no 
electric lights. Only three homes had 
bathrooms. “Our whole community was 
down at the heel,” said one of the com- 
munity development organizers. Soon 
every home had electricity and most of 
them had telephones and bathrooms, Sim- 
ilar scenes have been enacted in many 
small communities throughout the area. 
Says the Federal Reserve of Richmond: 


The need for rural area development 
programs is great. More than 70 per 
cent of the district’s farm families earn 
less than $2,500 a year in gross income 


from farming. These families produce 
only 20 per cent of the farm products 
marketed in this five-state area. For 
the country as a whole, some 56 per 
cent of the farmers produce less than 
10 per cent of the marketed farm prod- 
ucts. These farmers have small farms 
and are chronically underemployed. 
They sometimes resist change. They 
make very little money. As a conse- 
quence, they spend very little to help 
their farms produce, to fix up their 
houses, or to provide for better health 
and education. 

Neighbors of these low-income farm- 
ers—the rural nonfarm families in the 
surrounding communities and towns— 
all too often have low incomes, low 
levels of living, and are underemployed, 
too. This, of course, is due to the fact 
that they depend partly on farmers’ 
spendings for their earnings. Their 
future well-being is also dependent 
upon the balanced growth sought by 
the rural development programs. 


Cited by Agriculture Department 


bay development program has been recognized by the 
U. S. Department of Agriculture as “an outstanding 
example of rural improvement." Morris L. McGough, execu- 
tive vice president of the Asheville Agricultural Develop- 
ment Council, says that "the greatest accomplishment of the 
community program has been the way the people 
of the rural communities have learned to work and 
plan together. They have found that together they 
can recognize their problems and that together 
they can solve them... . There has been increased 
recognition by town and city people of the impor- 
tance of a healthy rural economy. Most impor- 
tant, development of the area has progressed at 
an accelerated pace, bringing greater economic 
and social opportunities and stability." 
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Responsibility for Local Programs 


H¢ successfully helped in launch- 

ing the now statewide community 
development program, the Carolina Pow- 
er & Light Company wanted one of its 
own, devoted exclusively to the area it 
serves. In 1944 the company made an 
abortive attempt to start such a program, 
but it failed in less than two years. As 
failures are often successful in pointing 
out what not to do, an analysis of why 
this first attempt did not get off the 
ground is interesting. E. N. Pope, the 
company’s advertising manager, lists 
these errors: 


The program was improperly named. 
In the term “community betterment,” 
there was an implication that commu- 
nities served by the company were run 
down at the heels. There was also the 
implication that Carolina Power & 
Light Company had assumed respon- 
sibility for providing a cure for the 
communities’ ills. 

The company undertook to select an 
agency in each community through 
which the program would be promoted. 
The program, therefore, was not the 
concern of the whole community but 
of a single organization. The organ- 
ization selected soon realized that the 


undertaking was too great for a single 
organization and lost interest. 

The program was not adequately 
financed. 

It was the responsibility of a single 
department of the company. 


Second Attempt Proves Successful 


BY 1951 other utility companies had 

started community programs. The 
success of some of these brought a re- 
vival of interest in the Carolina organ- 
ization. “This time,’”’ says Mr. Pope, “we 
knew not only why our first program 
had failed but why others had succeeded.” 
At the end of 1951 Carolina had decided 
to launch another program, but its final 
introduction was postponed until March, 
1952, because of the acquisition of the 
Tide Water Power Company. 

Selection of a suitable name was be- 
lieved to be one of the most important 
requisites for success. The choice came 
about in a peculiar way. One of the men 
interested in drafting plans for the new 
program happened to hear on the radio 
the playing of an old song, vintage of 
1922, “Nothing Could Be Finer Than to 
Be in Carolina.” That was it. “A disk 
jockey unwittingly solved our problem,” 
says Mr. Pope. 


"WE learned from the experience of other companies," he further 
explains, ‘that the program should not be announced town by town, 
but simultaneously across the company's system. We made plans to 
make the announcement in 67 different locations at the same time.’ 
A Tuesday dinner meeting was set up at all 67 places. This day and 
the hour of 7.30 P.M. were selected to that weekly newspapers, which 
far exceed dailies in the company's territory, would have an even 
break with the dailies. Most of the weekly papers go to press on 
Wednesday. Publicity releases were prepared in advance. "The im- 
pact of a simultaneous announcement was terrific.'' The company had 
expected about 100 towns to participate; the actual number was 134. 
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Next step was to survey the needs 
of the communities. Steering committees 
selected five projects for each locale upon 
which the communities would concen- 
trate. Three classifications of towns, 
based on population, were set up. Prizes 
were Offered by the Carolina Company. 
In a recent contest there were three grand 
prizes of $1,500 each; 42 district prizes 
of $100 each; 14 district prizes of $50 
each; three publicity prizes of $100 each; 
and ten monthly report prizes of $5 each, 
for a grand total of $6,750, all donated 
by the company. 


meerrente ranging in importance 

from the cleaning up of a ceme- 
tery to the gaining of a new industry 
employing 2,500 persons have been com- 
pleted under the program,” Mr. Pope 
explains. “The program has resulted in 
making the towns more attractive to new 
industry. It has resulted in the face lift- 
ing of the business sections of practically 
every community entered in the contest. 
It has stimulated business through the 
creation of truck markets. It has resulted 
in the creation of numerous community 
industrial councils committed to financ- 
ing structures for new industries. It has 
resulted in the establishment of parks and 
playgrounds and the lighting of athletic 


fields for night sports. It has stimulated 
interest in beautification projects ranging 
from proper care of lawns and shrubs to 
the planting of flowering shrubs in pub- 
lic parks. It has enlisted the assistance 
of upward of 20,000 individuals in a sin- 
gle year. This figure includes the mem- 
bership of various civic groups which 
accepted responsibility for projects. 

“Some of the projects necessitated pub- 
lic financing, in which instances the Finer 
Carolina Committee successfully cam- 
paigned for a bond election. In other in- 
stances, substantial sums were raised by 
private contributions. Business and in- 
dustry have been liberal in the support 
of projects requiring substantial financ- 
ing.” 


Why Program Went Over 


Hus the Finer Carolina Program 

has succeeded even beyond the ex- 
pectations of its sponsors. Reasons for 
its success are attributed to: a catchy 
name, adequate financing, with a liberal 
portion of the total cost going to com- 
munities in the form of cash prizes, and 
the fact that company employees were 
not permitted to hold any official posi- 
tion in any Finer Carolina organization, 
thus making it strictly a community af- 
fair and not a company program. 


DURING the seven years that the program has been carried out, the 
Carolina Power & Light Company has had an incremental cost of 
$40,000 a year average, but upward of $100,000 a year has been 
spent by the company in support of the program, 60 per cent of 
which would have normally been spent anyway in aiding other promo- 
tions. ‘Every dollar spent in promoting the Finer Carolina Program,’ 
says Mr. Pope, "is considered by the Carolina Power & Light Com- 
pany management as a wise investment. Increased revenues traceable 
directly to the program made the activity self-supporting after the 


third year.” 
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Area Development Accelerating 


eens development work by elec- 

tric companies is, of course, not new, 
but it has had a big surge in the past few 
years. 

The Edison Electric Institute has 
its own area development committee, 
which obtained the co-operation of 17 
electric companies in producing a 26- 
minute color movie film, titled “Gold 
Mine on Main Street,” which has been 
shown to many civic groups throughout 
the country to stir their enthusiasm and 
enlist their co-operation in civic improve- 
ment. 

A majority of electric companies now 
combine community development and in- 
dustrial development in one department, 
usually called the area development de- 
partment. 

In these days of intense competi- 
tion for new industries in the decen- 
tralization process that has been going on 
since World War II, it has come to be 
clearly recognized that industrial compa- 
nies will not accept plant locations in 
towns or cities that are run down at the 
heel. 

As J. S. Walsh, manager of area de- 
velopment for the Pacific Gas and Elec- 
tric Company of San Francisco, phrases 
it: “We feel that preparing communities 
for orderly growth is an objective of 
equal importance to that of bringing in- 
dustry to the community. In fact, until 
the community is prepared—psychologi- 
cally as well as physically—it is most dif- 
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ficult to do an effective job of industrial 
development.” 


ti create this psychological climate, 
Pacific Gas and Electric Company’s 
area development department gives a 
large number of talks to chambers of 
commerce, service clubs, and business 
groups every year. It has found that an 
effective approach is the showing of the 
film, “Gold Mine on Main Street” and 
a newer one, “Blueprint for Progress.” 

“The next step following an aroused 
community interest,’ Mr. Walsh has 
found, “‘is planning. A list of professional 
planners has been prepared and made 
available to city and county officials and 
to chambers of commerce. At our sug- 
gestion, professional planners have been 
invited to appear before several chambers 
and present recommendations toward a 
master plan for their community. 

“With these and other programs, we 
believe we are making a significant con- 
tribution to the development of the com- 
munities we serve.” 

Some electric companies do not have 
original programs of their own but co- 
operate fully and effectively with other 
civic groups in community programs. 
Quite a number, however, have gone “all 
out” in their efforts, employing a sizable 
staff of experts in the various fields to 
aid the communities in their service areas. 
A few of the outstandingly successful 
programs will be delineated in subsequent 
articles. 
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"IT is simply not correct to say or imply that the rural electric co-operatives have no 
financial worries or that they can stand on their own feet . 


_CLYDE 1 ELLIS, 
General manager, National Rural Electric 
Co-operative Association. 
































































Telephone and 
Telegraph 


Equal Time Legislation Passes 
House and Senate 


HE House and the Senate have 

passed S 2424 which will permit 
broadcasters to have political figures on 
news, interview, or documentary pro- 
grams without granting equal time to 
their opponents. 

President Eisenhower has voiced his 
approval of this legislation and it is ex- 
pected that he will sign the bill into law 
at an early date. 

The exemption from the “equal time” 
provisions of the Communications Act 
will apply to “bona fide” newscasts, news 
interviews, and documentaries where the 
candidate’s appearance is incidental to 
the overall program. In order to be con- 
sidered “bona fide” a news interview must 
be a regularly scheduled program. The 
bill also adopts the language of a Fed- 
eral Communications Commission ruling 
which states “that the duty of the licen- 
see includes the making of reasonable pro- 
vision for the discussion of controversial 
issues of public importance in the com- 
munity served and to make sufficient time 
available for full discussion thereof.” 

S 2424 will end the confusion which 
resulted when the Federal Communica- 
tions Commission ruled that the “equal 
time” provision of the Federal Communi- 






cations Act demanded that equal air time 
be extended to all political candidates re- 
gardless of the size of their political 
party. With the 1960 political campaign 
just over the horizon, legislators were 
forced to enact legislation to clear up 
this point. 


ee 
Radar Moon Bounce 


— scientists at Malvern, England, 
have successfully bounced a radar 
signal off the moon and back to earth 
where it was received at a laboratory at 
the University of Texas. The round-trip 
signal traveled about half a million miles 
and future experiments are expected to 
determine more about the moon’s sur- 
face and the possibility of using the 
earth’s natural satellite as a reflector for 
radio and TV signals. 

In the joint experiment the Malvern 
radio telescope transmitted radar pulses 
of five microseconds’ duration and two 
megawatts power into space at a repeti- 
tion rate of 250 pulses per second. The 
Malvern telescope has also been used to 
track Soviet satellites. Both the Malvern 
station and the Texas laboratory received 
the bounce-back pulses from the moon. 

Assistant Project Director John W. 
Gerhardt noted that the wave length used 
was approximately the same used by Bell 
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Telephone company in its microwave tel- 
evision links. In experiments of this type 
the moon must be visible from both Eng- 
land and Texas for good contact. This 
condition exists for about six hours per 
day. 

The University of Texas, in co-opera- 
tion with the royal radar establishment 
at Malvern, England, is conducting these 
experiments under an Air Force contract. 


id 


Private Wire System for 
Brokerage Firm 


gel Union has announced that 

a fully automatic brokerage private 
wire system has been leased to the bro- 
kerage firm of Bache & Company. The 
27,000-mile two-way network will link 
60 Bache offices in 51 cities and it was 
custom engineered to meet the exacting 
requirements of the present multimillion 
share markets. One important feature of 
the system is a device in the New York 
office which segregates and distributes 
messages to 25 posts in the company’s 
order room. Orders for round lots, odd 
lots, unlisted securities, etc., are forward- 
ed instantly to the proper position in the 
order room. 

The ultramodern facility enables pri- 
ority traffic—buy and sell orders—to seize 
the circuit ahead of less urgent business. 
Code symbols enable the machine to di- 
rect orders to proper receiving stations at 
a speed of 450 characters per minute. 
The orders arrive in duplicate, printed on 
appropriate order forms for each type of 
traffic. The carbon copy is used for cen- 
tralized billing through a punch-card com- 
puter system. The new unit is fully auto- 
matic, not only in its operation from 
originating points, but also in reverse di- 
rection to all offices in the system. Im- 
portant “flash” messages can be sent 
simultaneously to all stations or to sta- 
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tions on a selected circuit. Any branch 
has fully automatic access to all other 
Bache offices in both sending and receiv- 
ing traffic. 

The new system is the telegraph indus- 
try’s answer to the Wall Street chal- 
lenge to design an apparatus to meet the 
expanding needs for automation and cen- 
tralized control by financial houses with 
widely scattered offices. From the time a 
message is typed on a typewriter-like key- 
board until its final delivery the operation 
is fully automatic. The message is sent 
swiftly, without the aid of human hands, 
to the exact spot where it is translated 
and put to use serving one of Bache’s 
customers. 


» 


Conference on Electromagnetic 
Interference 


A CONFERENCE on radio interference 

reduction and electronic compatibil- 
ity will be held at the Museum of Science 
and Industry in Chicago on October 6th 
to 8th. The meeting is being sponsored by 
the U. S. Army Signal Research and De- 
velopment Laboratory and will be con- 
ducted by the Armour Research Founda- 
tion of the Illinois Institute of Tech- 
nology in co-operation with the Institute 
of Radio Engineers. The chief area of 
consideration will be space-age problems 
of electromagnetic interference with the 
operation of electronic systems, both ci- 
vilian and military. 

Forty-one technical papers will be pre- 
sented and one or more sessions will be 
devoted to the following subjects: non- 
military electronic systems, including in- 
terference problems that can be expected 
with a commercial communications satel- 
lite system and the effect of interference 
on the safe operation of aircraft; pre- 
diction of interference conditions and 
how to cope with them when planning 








s, 





electronic systems; developments in in- 
struments for measuring and suppressing 
interference, and military electronic sys- 
tems. 

¥ 


U.S. to Launch 


Communication Satellites 


hens Defense Department has an- 
nounced that it plans to place com- 
munications satellites into high polar or- 
bits to relay messages between ground 
bases and military aircraft. The satellite 
project will be called “Notus,” Latin for 
“the south wind.” The new system will 
be designed chiefly for the use of the 
Strategic Air Command; however, it has 
been hinted that this could lead to the 
eventual development of a world-wide 
communications system without the use 
of transoceanic cables. 

The Army has also announced a 
“Courier” satellite program. The “Cour- 
ier” will be a spherical satellite five feet 
in diameter which will receive and store 
messages from a ground station and will 
relay them at command to another ground 
station as the device orbits around the 
earth. 

The Defense Department’s announce- 
ment stated that General Electric will de- 
velop the “Notus” system at a cost of 
$5.5 million and Bendix will produce the 
communications subsystem (the talking 
parts) at a cost of $8.5 million. The 
polar orbiting satellite stemmed from the 
1958 taped broadcast of President Eisen- 
hower’s Christmas greeting, which was 
transmitted back to earth from a U. S. 
satellite. 

% 


Canadian Pay TV 


| Berean first pay TV station will go 
into operation this fall in Toronto. 





TELEPHONE AND TELEGRAPH 





It appears that the Trans-Canada Tele- 
meter System will have little if any gov- 
ernment control over its operation. 

The Canadian Board of Broadcast 
Governors (which controls radio and TV 
broadcasting) has stated that it has no 
jurisdiction over pay TV. The Depart- 
ment of Transport (which administers 
the radio act and controls the communica- 
tions airways) as well as the Board of 
Transport Commissioners (responsible 
for the telephone and telegraph indus- 
tries) have also disclaimed any jurisdic- 
tion in the matter. It appears, therefore, 
that the only government controls which 
will be exercised will be in connection 
with laying of cables and wiring of 
homes. This leaves the question of 
charges, commercial content, and pro- 
gram selection up to the private operators 
of Canadian toll TV. 


» 


Radio and TV Coverage for 
House Proposed 


| Pepe scene George A. Kasem 
(Democrat, California) has pro- 
posed a resolution which would permit 
the sessions of the House of Representa- 
tives to be broadcast and televised “live.” 

It has been a long-standing tradition 
that neither the House nor the Senate 
will permit cameras of any kind in their 
chambers when Congress is in session. 
Only on rare occasions do the legislators 
relax this rule. The visit of a foreign 
dignitary or the President’s “State of 
the Union” message would be occasions 
when members of the press and TV cam- 
eras would be permitted to operate. One 
of the reasons that this rule is stringently 
enforced is because of the legal immunity 
which members enjoy while speaking in 
their own chambers. 
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New Developments in Atomic 


Power, Fusion, and Fuel Cells 


HE new atomic energy program as 

set up by the congressional Joint 
Committee provides for eight nuclear 
power plants ranging from 15,000- to a 
possible 75,000-kilowatt capacity of vari- 
ous types: Five are to be built by the 
government and three by private indus- 
try, the latter including a plant proposed 
by Philadelphia Electric and 51 other 
power companies. Consumers Power has 
also announced plans to build a $30 mil- 
lion boiling water plant. 

The new program includes the devel- 
opment of plutonium and thorium as pos- 
sible substitutes for uranium. The AEC 
in May signed a contract with the Henry 
J. Kaiser Co. to construct a $100 million 
reactor at Richland, Washington, to pro- 
duce plutonium, with electric power as a 
possible by-product. Plutonium is po- 
tentially much more abundant than U-235 
because it can be produced as a by- 
product of U-238 in a nuclear reactor. 
However, while it may prove cheaper to 
produce than U-235, it is a very deadly 
poison and must be handled by remote 
controls. 

Meanwhile the three large plants be- 
ing constructed by Commonwealth Edi- 
son, Consolidated Edison, and Detroit 
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Edison seem to be progressing favorably. 
Commonwealth expects to activate its re- 
actor shortly, though commercial opera- 
tions will not begin until next summer. 
The company thinks that in five years or 
more the plant will be able to reduce costs 
to around 7 or 8 mills but this would 
apparently assume a return on only a $36 
million investment, whereas total costs 
may be considerably higher (including 
amounts invested by other companies). 
Commonwealth is taking every precaution 
to ensure safety of operations. 

Detroit Edison, in a recent letter to 
stockholders, described progress with its 
Fermi plant. Total cost will approximate 
$86 million or about $573 per kilowatt; 
Detroit Edison will contribute nearly $46 
million, other members of APDA and 
PRDC $32 million, and the AEC $8 
million. 
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pete research by industrial com- 
panies is oriented toward use of higher 
temperatures and pressures as a means to 
reduce costs. The Nuclear Power Group 
and Atomics International have an- 
nounced plans to study a new and ad- 
vanced type of boiling and superheating 
reactor using graphite blocks as modera- 
tors and uranium as fuel. Aerojet-General 
Nucleonics in California is planning to 
use boiling sulphur as a new type of cool- 
ant, which it is hoped will raise efficiency 
from around 25 per cent to 50 per cent. 
Lockheed Aircraft has exhibited a model 
of a “portable” atomic reactor (it can be 
flown anywhere) said to be big enough 
to run four medium-sized factories, but 
no price has been quoted. 


The first nuclear-powered merchant 
vessel, the Savannah, was launched in 
July and after test runs will embark on a 
round-the-world cruise. The _ reactor 
should operate for about three years— 
350,000 miles on one fuel loading—but 
presumably operating costs will be high. 


Canada is now trying to decide whether 
to build a plant to produce enriched 
uranium. (At present the United States 
has a virtual monopoly in the enriched 
variety although uranium concentrates 
are Canada’s third biggest export.) The 
Peace River Power Development Com- 
pany, which plans to develop some four 
million horsepower in British Columbia, 
thinks this low-priced power might well 
be used to operate a diffusion plant. The 
Financial Post has estimated that if Can- 
ada does not obtain cheap A-power by 
1980, Ontario alone would have to im- 
port $300 million U. S. coal yearly. A 
nuclear power plant of about 20,000- 
kilowatt capacity is currently being built 
in Canada, to be ready in 1961, and a 
200,000-kilowatt plant is planned for 
about 1965. It is claimed that the latter 
will be able to produce electricity at less 
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than six mills per kilowatt-hour but this 
seems optimistic. 


gees have been no important devel- 
opments abroad recently. Some of 
the big British electric manufacturers are 
reported quite disappointed over govern- 
ment cuts in the program for constructing 
large atomic power plants. They have al- 
ready built some $448 million of plants 
at “cut prices’ in hopes of obtaining 
large new orders both in England and 
other countries. Now, however, with 
larger supplies of coal, the government is 
cutting back on its program. For various 
reasons the export trade has not yet de- 
veloped as anticipated. 

As happened in the United States, early 
forecasts were too optimistic as to the 
date when atomic power costs would be 
competitive with those of coal-burning 
plants and the “break-even” point has 
now been deferred from 1965 to 1970, 
according to Electrical World. However, 
Britain’s second nuclear power station 
went into operation at Chapelcross, Scot- 
land, in May and Calder Hall has now 
completed its second year of operation; 
the reactors have proven inherently safe 
and their flexibility and capacity are said 
to exceed original estimates. The United 
Kingdom Atomic Energy Authority (like 
the AEC here) is now trying to develop 
higher temperatures and better heat trans- 
fers so as to improve the efficiency of 
the “second generation” commercial units 
to be installed around 1965-66. The boil- 
ing water reactor, which seems to be con- 
sidered the most promising type in this 
country, is not used in England because 
it requires fully enriched uranium—the 
British types use natural or slightly en- 
riched uranium. 


Ree has become the first nation in 
Western Continental Europe to pro- 
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duce nuclear commercial power; the ini- 
tial supply of 9,000 kilowatts is expected 
to increase to 25,000 kilowatts. Un- 
fortunately, the reactor is also designed 
to obtain plutonium for use in the atomic 
bomb explosion which France seems de- 
termined to carry through in the Sahara, 
as a matter of prestige. It has been pre- 
dicted that within six years 5 per cent of 
the nation’s power will be from atomic 
plants and by 1975 one-quarter. Germany 
has now entered the field of reactor pro- 
ducers: Krupp and Brown-Boveri will 
construct a 16,000-kilowatt unit using 
two-inch balls of uranium and graphite as 
fuel elements, with neon gas as a coolant, 
facilitating unusually high temperatures. 

In the field of experiment with fusion, 
a hopeful step toward the ultimate goal 
of commercial power was announced re- 
cently by Dr. Alan C. Kolb of the Naval 
Research Laboratory, in a report pre- 
sented to the International Conference on 
Ionization Phenomena in Gases at Upsala, 


Sweden. Unlike the big Stellerator being 
built at Princeton, and other devices de- 
veloped here and in England, Dr. Kolb 
uses a small glass tube, only a foot long 
and 1.2 inches in diameter. A magnetic 
coil surrounding the tube produces mag- 
netic “mirrors” which confine the gas in- 
side the tube. The tube contains deuterium 
gas at low pressure, which is first con- 
verted into a plasma by an electric dis- 
charge. Next a huge burst of electricity 
(like a bolt of lightning equal to 30 mil- 
lion kilowatts) is discharged into the 
plasma from a big bank of condensers. 
The magnetic field remains powerful 
enough, it is said, to hold the gas toward 
the center of the tube so that it does not 
touch the glass. 


tena a millionth of a second the 
temperature of the plasma jumps to 
millions of degrees: William L. Lawrence 
in The New York Times says 3 million, 
Time magazine 20 million, and Newsweek 


YIELDS ON CORPORATE BONDS - NEWLY ISSUED vs. DISTRIBUTED 


0 NEWLY ISSUED (AMOUNT) 


AMT. YIELD @ NEWLY ISSUED (YIELD) 


ame DISTRIBUTED (YIELO) 


YIELO AMT. 





MILL. % 
$ 


Aaa 


_ 


> MIL onl 

















1955 1956 1957 1958 1959 





© 20 





% MILL 
$ 

















| MOD0C'S J 


A Pe ° 


1955 1956 1957 1958 1969 





Note: “Newly issued” yields do not include convertibles, bonds with warrants or serial issues. Figures used in the current plotting are 


carried on page 326. 


From Moody’s Bond Survey 
SEPTEMBER 24, 1959 





FINANCIAL NEWS AND COMMENT 


36 million centigrade. In any event, there 
is general agreement that Dr. Kolb with 
his relatively small tube has reached sub- 
stantially higher temperatures than other 
researchers. Figures also differ as to the 
temperature needed for complete success 
in making a sustained reaction. They range 
from 50 million degrees (Time) to 400 
million (Newsweek), and Lawrence also 
mentions several hundred million. Earlier 
estimates mentioned in this department 
were around the 100 million level. How- 
ever, if scarce tritium instead of deute- 
rium were used, these temperatures could 
probably be scaled down considerably. Dr. 
Edward Teller has suggested that by 
lowering the temperature of the magnetic 
coils close to absolute zero, much less 
power would be required to build up the 
tremendous magnetic fields required; ap- 
parently this idea has not yet been tried 
out. Another idea is to preheat the deu- 
terium before it is subjected to the electric 
jolt. 

The British have now abandoned their 
Zeta machine. A year ago they were sure 
it had produced “thermonukes” or true 
thermonuclear neutrons, but they have 
reluctantly decided that the neutrons pro- 
duced were merely by-products and not 
the essential kind which would sustain a 
reaction similar to that in the H-bomb. 
They are now experimenting with the 
new ICSE, in which action is slowed so 
as to keep the plasma stable. 


Howe: in another field—the devel- 

opment of more efficient cells or 
batteries to produce power—England re- 
ports a big step forward. The British fuel 
cells are gas-charged variations of wet or 
dry batteries, deriving their energy from 
the passage of ions between a series of 
porous nickel plates, separated by liquid 
potassium hydroxide. The current is pro- 
duced by feeding oxygen and hydrogen 


into the battery. Corrosion between the 
plates, a principal problem in past years, 
is said to have been overcome. Francis 
T. Bacon, the inventor of the cell, claims 
that he can obtain generating efficiency 
of 65 per cent (compared with 30 per 
cent for conventional power stations) and 
a rating of between 7 and 20 horsepower. 
The apparatus, used to drive a fork-lift 
truck at Cambridge University, consists 
of 40 individual cells about 10 inches in 
overall diameter and about two feet long. 


ia 


“Compounded” Increases tn 
Share Earnings 


— to the column headed “Av- 
erage Increases in Share Earnings 
1953-58” in the large tables which appear 
in each issue of this department, a change 
has been made in the method of calculat- 
ing the increases. In the past the arith- 
metical method used was to obtain the to- 
tal increase of 1958 earnings over 1953, 
which percentage was then divided by five. 
But this figure is too high if we allow for 
“compounding” of the annual increases; 
and compounded figures seem to be in 
general favor in the industry. 

A more accurate method, which pro- 
vides for the compounding effect, is to ob- 
tain the individual annual increases for 
each of the five years 1954-58 and aver- 
age them. Another method is to take the 
total five-year change and derive from it 
the compounding yearly average, by us- 
ing logarithms. 

The figures appearing in the current 
table, and those for the gas utilities in the 
issue following, are now adjusted to this 
basis. The new method produces about the 
same results for average increases up to 
5 per cent, but as the figure increases the 
amount of the downward adjustment be- 
comes greater. Thus for Florida Power & 
Light we have been carrying an average 
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increase of 26 per cent; on the new basis the largest of these companies, having 
this drops to 18 per cent. The previous been organized in Canada in 1912. Sofina, 
column in the table, indicating the per- apparently controlled in Belgium, is some- 
centage increase for interim earnings as what of a mystery company since it gives 
compared with the previous twelve out little information; it controls Mexi- 
months, is of course not affected. can Light & Power and has various other 

» interests. American & Foreign Power, 


Utility Problems in Latin angi by Electric Bond and Share, 
; ut with some 45 per cent of its stock 
America traded on the New York Stock Exchange, 
* many foreign countries the utility was incorporated in 1923 and controls a 
industry is owned by government substantial part of the utility business in 
agencies but there are a few American, ten Latin American countries. 
Canadian, and European holding com- International Telephone & Telegraph 
panies which control extensive properties formed in 1920 sold most of its big tele- 
in Latin America and some other parts phone properties, and about 90 per cent 
of the world. The operating subsidiaries of its interests are now in the manufac- 
are usually allowed to earn a higher rate turing field where it ranks as one of the 
of return than our traditional 6 per cent, largest international companies. It now 
but on the other hand these companies seems to be in danger of losing one of its 
must frequently combat the effects of remaining utility properties, the Cuban 
regulatory lag, heavy inflation, govern- Telephone Company, which is being “ad- 
ment expropriation, etc. ministered” by Castro’s government. It 
Brazilian Light & Traction is one of retains a majority interest in Puerto Rico 
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AUGUST UTILITY FINANCING 
PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Aver. Yield 
For Success 
Price Under- Offer- Securities O 
Amount To writing ing Of Similar Moody Offer- 
Date (Miil.) Description Public Spread Yield Quality Rating ing 


Bonds 
8/5 $15 Penn. Elec. Ist 5s 1989 f E ¥ 4.60% Aa 
8/7 11. + Pacific Power & Light Conv. Deb. 43s 
1974 3 : — Ba 
8/19 Alabama Gas Ist (s.f.) 54s 1984 .... Z : 5.04 Baa 
Consumers Power Ist (s.f.) 48s 1989 100.25 ; , 4.50 Aaa 
Houston Lighting Ist 4%s 1989 101.19 : s 4.59 Aa 
Pacific Gas & Elec. Ist (s.f.) 5s 1991... 100.00 : K 4.62 Aa 


Preferred Stock 
Alabama Gas (s.f.) $5.50 Pfd....... 100.50 N é — _ f 


C—Competitive. N—Negotiated. b—The issue was reported fairly well received. c—The issue sold some- 
what slowly, it was reported. d—The issue sold slowly, it was reported. e—Offered to stockholders at rate 
of $100 for each 40 shares. About 90 per cent of the issue was subscribed. f—Offered to common stockhold- 
ers on a 1-for-30 basis. Each share of preferred stock carries a warrant entitling the holder to buy three 
shares of common at $32.50 beginning January 20, 1960, and at higher prices in later years. The issue was 
about 93 per cent subscribed. 

Source, Irving Trust Company 
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Telephone, traded on the American Ex- 
change. 

General Telephone acquired some for- 
eign interests whei it took over the Gary 
System, including extensive operations in 
Canada, control of an electric utility in 
Santo Domingo, and working control of 
Philippine Long Distance Telephone (on 
the American Exchange). Philippine 
Telephone had to be rebuilt after World 
War II but has been growing rapidly in 
recent years. Earnings have been good 
and regular dividends have been paid in 


pesos, but due to inflation and currency 
difficulties it has become increasingly 
difficult to convert pesos into dollars, to 
distribute dividends to U. S. holders. The 
stock, in a range of about 5-7 in recent 
years, sells at a low multiple of earnings 
as a result. 


MERICAN & FOREIGN Power’s prob- 
lems in Cuba have been in the news 
recently. Cuban Electric, which in the 
past has contributed about one-third of 
the system net, has been ordered to take 


e 


CALENDAR OF PROPOSED UTILITY OFFERINGS 
September 18 to December 31, 1959 


Method 
Of Moody 
Offering Rating* 


Southern California Gas Aa 
Boston Edison Aaa 
Pe 2 EU ht | Os ER er ame r PeE e A 
OEE OLO IDE Ss oitecs vcdcawnrwiaiblr er enalae ss aaeainadicneserns Aa 
Dallas P. & L Aaa 
Boston Edison 
I fered repo Ga i DR 0 a eae 
West Florida Natural Gas 
Columbia Gas System 
Philadelphia Electric 
EU Ee ee eee Aer eee are ree a 
Western Massachusetts Electric 
DERM Mo ls oie a Fie asWRie ls USiond Bde Cwne ear Mee SRO eS eS 
ee ei eon, iararuitieg. a sre RISES BS SONE SSSR MASSES IAN 
PRIOR AER ee coe £0 nie ay a/oreie aleie's 6g WS. 0s Sais wieeiereo Bw Hea 
Gulf States Utilities 
Consolidated Edison 
Northern Natural Gas 
EE CATON TEOS Gre 6 cet wniraiSie acleieia bee deans sind ewesitiesaee 
ISTE ae orcs ace id sale Seanad Sialelaidis a:8:d siemens wroe.2 
BOC 8) Die (C2 BO ee 
Units (Debentures and Common Stock) 
Transwestern Pipe Line 
Preferred Stock 
Northern Natural Gas 
New England T. & T. ..... 
New England Power 
Common Stock—Subscription Offerings 
Hawaiian Telephone 
Boston Edison 
United Utilities 
Common Stock—O ffered to Public 
Tennessee Gas Transmission 
American Elec. Power 
Central & South West 
Tampa Electric 


Date of 
Bidding 
Or Sale 


Sept. 29 
Sept. 30 
Sept. 
Sept. 
Sept. 


Approx. 
Amount 


(Millions) Bonds and Debentures 


Sept. 18 
Sept. 25 
Sept. 29 


Sept. 
Oct. 22 
Oct. 27 
Oct.-Dec. 


C—Competitive. N—Negotiated. *Preliminary rating, or a rating for similar issue of same company. **Tn 
the ForTNIGHTLY issue of August 27, 1959, the rating on this bond was reported as “Aa” in error. 
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a large rate cut which will probably cut 
off dividends to the parent company. Sale 
of American & Foreign Power’s issue of 
$15 million convertible junior debentures, 
which had been successfully completed a 
day or two before the news of the rate 
cut, was canceled as a result and the 
money refunded to purchasers by the 
underwriting syndicate. American & For- 
eign has also had some difficulties in 
Brazil due to threatened expropriation of 
certain properties. On the other hand, the 
management is hopeful of recouping 
some moderate returns from the expro- 
priated properties in the Argentine, the 
investment in which totaled about $115 
million. 

Brazilian Traction, with headquarters 
at Toronto and world-wide markets (in- 
cluding the American Exchange) for its 
17 million odd shares, supplies half or 
more of the electricity for Brazil, togeth- 
er with telephone and miscellaneous serv- 
ices. With conservative capital structure 
it has been able to pay dividends in cash 
or stock during most of its history, but 
there have been a few years (including 
1959) when omissions proved necessary. 


3 


The stock rose to 10} two years ago, but 
is now around 54, the lowest in many 
years. Up to the last year or so the com- 
pany had been able to obtain enough dol- 
lar exchange to bring money up to Can- 
ada to pay interest and dividends and 
meet the cost of necessary equipment, but 
this has become increasingly difficult as 
the financial situation in Brazil has con- 
tinued to deteriorate. A new law, permit- 
ting adjustment of the rate base for in- 
flation, is expected to prove helpful in se- 
curing substantial rate increases, but ob- 
taining of dollar exchange to permit re- 
newal of dividend payments is a separate 
problem. 


gece Licut & Power (currently 
around 14 on the over-counter mar- 
ket) has done reasonably well since the 
company was recapitalized a few years 
ago; the stock has advanced from 14 to 
the present level and pays generous cash 
and stock dividends. The selection of out- 
standing American generals—formerly 
General Draper and now General Taylor 
—as chairmen may account for improved 
relations with the Mexican government. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


9/1/59 
Price 
About 


Divi- 
dend 
Rate 


$1.68 


1.20 
1.00m 


American Elec. Power . 
Arizona Pub. Serv. ....... 
Arkansas Mo. Power 
Atlantic City Elec. ........ 
Baltimore Gas & Elec, .... 
Bangor Hydro-Elec. ...... 
Black Hills P.& LL. i354. 
Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

Calif. Pac. Util 

Carolina POG L. 2.2.2.2... 
Cent. Hudson G. & E. .... 
oo is oy. 2 
Cent. i 

Cent. Il 

Cent. Louisiana Elec. ...... 
Cent. Maine Power 

Cent. & South West 
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Aver. 
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crease 1953-58 Ratio 


1 7% 20.9 


D7 
15 
25 
40 

9 
14 
22 
2 


Approx. 
Common 
Stock 
Equity 


Div. 
Pay- 
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Recent 
Share 
Earns. 


$2.35Je 
*1.72Te 
1.32Je 
2.07 Ty 
2.75Te 
2.90Je 
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Aver. 
Incr. Approx. 
, 9/1/59 Recent In Sh. Price- Div. Common 
(Continued) Price Approx. Share % In- Earns. Earn. Pay- Stock 
About Yield Earns. crease 1953-58 Ratio out Equity 


Cent. Vermont P. S. ...... 21 *1.38Je 18 § ~*152 
Cincinnati G, & Ey. ..6630 3 1.79Je : 
Citizens Util. “B”} .67Je 
Cleve, Elec. Illum. ........ 2.80Je 
Colo.-Cent. Power 
Golumbus a: S..O. 15, «62.00: 
Commonwealth Ed. ....... 
Community Pub. Serv. .... 
OM IST OE EES sé scien eveies 
Consol. Edison 

Consumers Power 

Dayton P. & I 

Delawate P. & L. ....6665 
Detroit Edison 

Duke Power 

Duquesne Light 

ast: Ul, Assoc: .....00:0:5.6% 
Edison Sault Electric 

JOU Sod 5 |. ee 
Empire Dist. Elec. ........ 
Florida Power Corp, ...... 
Ole CE AR a) 
Florida Pub, Utils. ....... 
General Pub. Util. ........ 
Green Mt. Power 

Galt States Util, ..... 66-0 
Hartford Electric 
Piawattan BlCC.. ..i6 ss.000:00:< 
otstome GP: cia scsesies 
Idaho Power 

Illinois Power 

Indianapolis P. & L. ...... 
Interstate Power 

Fowa piece Lo PP. ociecccs 
HOWast IG, Be cee esis os 
OWA EIOe Dos ies scieiesedess 
lowe PUD, Seb) 6206 50s-c55 
Iowa Southern Util. ...... 
ansas’ City Be 0 1.5.0.5 
Kansas )G. © Ey 020. .sc ees 
LON Oe ge ad 2 
emucky Wilh. si. ..e eee 
Lake Superior D. P. .....+ 
Hong island Lte. . 636.06 
LosvilleG. © Es. osc. cca 
bcc Ca a 
Maine Pub. Serv. ......... 
Michigan G, & E. .......+. 
Middle South Util, ........ 
LC a as) eo eg 
Miss. Valley P. S. Be 
Missouri P. S. ... sts 
Rarssourt Wl, occe cases a 
Montana Power 

New England Elec. ....... 
New England G. & E. .... 
NS 4. State OG: ics 
Niagara Mohawk Pr. ..... 
Northern Ind. P. S, ....... 
Northern Sts. Power 
Northwestern P. S. ....... 
Ohio Edison 

Oklahoma G, & E. ........ 
Orange & Rockland Utils. .. 
Otter Tail Power 
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1.46Je 
5.63]Je 
2.62Te 
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2.30Je 11 
Jy D10 
1.62]Je D4 
*1.43Je 12 
1.31Je 12 
1.73Jy 14 
*4.06Jy 14 
*2.07Je D1 
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1.42Je 11 
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3.82] y 8 
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Aver. 
incr. Approx. 


941/59 Divi- Recent In Sh. Price- Div. Common 
(Continued) Price dend Approx. Share % In- Earns. Earn. Pay- Stock 
About Rate Yield Earns. crease 1953-58 Ratio out Equity 

16.7 34 
*17.3 30 

16.9 5 34 
*18.9 40 

16.1 37 
*18.6 

19.0 

15.7 

19:4 

15.4 

20.2 
*17.4 
*13.4 

16.1 

16.2 

23.0 

15.9 

16.6 

20.6 

137 

22.2 

14.4 

16.6 

17.3 

22.5 

30.1 

25.3 

13.7 

27.0 
*19.2 

17.9 

18.5 

19.0 
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3.78Je NC 
*2.20/e 5 
1.66Je 
*2.80Je 
1.68Jy 


fle Cy ee 63 
Gold, yd SO eee 38 
Penn Power & Light 28 
LES 0 | teers eee 53 
Portland Gen, Elec. ....... 27 
Potomac Elec, Pr. ........ he 
Pub. Serv. of Colo: ;...... 
Pah, Serv, Bot G. <2... 
Pub. Serv. of Ind. ........ 
Pub. Serv. of N. H. ...... 
Pub, Serv. of N. M....... 
Puget Sound P, & L....... 
Rochester G. & E 

Seco. Pye are 
San Diego G. & E. ........ 
Savannah E. & P. ........ 
Sierra PACING PF: ..6620:s0- 

So. Calif. Edison 

So, Carolina FE. &'G. ...... 
Southern (Wolo, Pr; .......» 
OT lc © Ce a 

So. IndianaG &@ E. ....... 

So. Nevada Power 
Southwestern E. S. ....... 
Southwestern P, S. ....... 
Pa EE. oasis ssiciexsas 
RPRMR NOUS: 5. scwscoss erin 
Toledo Edison 

Taceon G: © LP. ....- 
Union Elec. of Mo. ...... 
Waited TUM: ...4..s2e00% 
Upper Peninsula Pr. ...... 
Utah Power & Light 

Winethta Boe F.. ociccsaxs 
Wash. Water Pr, ......... 
West Penn Elec, ......... 
West Penn Power 

Western Lt. & Tel. ....... 
Western Mass. Cos. ...... 
Wisc. Elec. Pr. (Cons.) ... 
Wisconsin P, & L. .......- 
Wisconsin PB. ..i06.00% 
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Averages 


Foreign Companies 
Amer. & Foreign Power . $1.92Ma 
Brazilian Traction .64De 
Co ec ky eer i F : 7 
Calgary Power : : . 18 
Gatineau Power k. . 9 
Brexscan Oe Po oscsscene : \ : — 
Quebec Power e F : 8 10 
Shawinigan Water & Pr. . 4 A : 23 20.0 


*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normalized 
the price-earnings ratio would be higher. **On average shares. ¢Stock dividends (only) are paid on the 
“A” shares, D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out- 
of-town exchange. S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; 
My—May; Je—June; Jy—July; Au—August; Se—September ; Oc—October ; N—November ; De—Decem- 
ber. b—Also 5 per cent stock dividend May 1, 1959, c—Also 5 per cent stock dividend June 10, 1959. {—Also 
stock dividend of one-half per cent quarterly. g—Also 5 per cent stock dividend July 1, 1958. h—Also 2 per 
cent stock dividend November 20, 1958, included in the yield. i—Also 15 per cent stock dividend January 29, 
1959. j—Also 3 per cent stock dividend (paid each year end) included in the yield. k—Also 5 per cent stock 


dividend payable February 20, 1959. m—Also 5 per cent stock dividend June 15, 1959. 
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What Others Think 


CAB Member Calls for Major Reforms in 
Regulatory Agencies 


ouis J. Hector, a member of the Civil 
Aeronautics Board, speaking before 
the Section of Administrative Law of 
the American Bar Association in Miami, 
Florida, on August 24th, called for re- 
examination of the basic premises on 
which the federal regulatory agencies 
were established. 

Ever since their establishment during 
the early days of the New Deal, the regu- 
latory agencies have enjoyed a “soft- 
pedal” when any criticism of their opera- 
tion or activities was voiced. Recently, 
however, there have been rumbles of dis- 
satisfaction from industry and those who 
are concerned with the more academic 
aspects of government. Some industrial- 
ists feel that the effect of the agencies is 
the stifling of economic freedom. Then, 
too, there is the problem of the two op- 
posing jobs that the regulatory agencies 
attempt to do—regulation and adjudica- 
tion. 

Mr. Hector stated: 


If we tried to make our foreign 
policy or plan our national defense in 
this way, we would still be a third-rate 
power. And if we keep on trying to 
plan our national transportation system 
this way, we will wake up in a national 





emergency one day and find that it 
won’t do the job. 

Clearly these procedures must be 
overhauled. 


Mr. Hector proposes basic changes in 
the agencies. He believes that the regula- 
tory agencies have come to the place 
where they are attempting to act as both 
Congress and the courts. It is Mr. Hec- 
tor’s thought that the agencies have at- 
tempted to protect themselves from grow- 
ing criticism by acting more and more 
like courts of law. The attempt to take 
on full judicial trappings has resulted in 
the “built-in inefficiency” of the process. 
It becomes inevitable, Mr. Hector noted, 
that compromises and subterfuges are re- 
quired to cope with both big and small 
matters, and in the long run there is less 
true judicial process in all matters. He 
noted : 


Administrators and judges have such 
completely different codes of ethics 
that a commissioner who tries to act 
like a judge is accused of trying to 
regulate in an ivory tower, while one 
who tries to act like an administrator 
is accused of becoming too friendly 
with the litigants. 
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M:* HEcror drew a clear line between 
administrators and adjudicators. 
He feels that adjudication must be per- 
formed by men who basically occupy the 
position of judges and that the executive 
and Congress must observe a hands-off 
policy. 

On the other hand, he believes that 
policy making should be the province of 
the executive, within the broad policy 
determinations made by Congress. In 
summary he stated: 


Give to the executive the functions 
of rule making, policy formulation, 
planning, and routine administration. 
Give to a special expert tribunal or 


group of tribunals the task of deciding 
major litigated cases and of hearing 
appeals from administrative decisions. 
If there is a job of prosecution, give 
it to a separate agency. 


The significance of Mr. Hector’s re- 
marks lies in the fact that he is a member 
of the Civil Aeronautics Board. Prior to 
this time complaints about delays and the 
general concepts of the regulatory agen- 
cies have tended to be ignored or swept 
under the carpet. Mr. Hector’s speech is 
an indication of the growing number of 
people who would like to see a re-exam- 
ination of the various federal regulatory 
agencies. 





Mexico’s Socialized Oil Industry 


i 1938 the Mexican government formed 


the Petroleos Mexicanos after expro- 
priation of United States and British pri- 
vate oil interests. Now, twenty-one years 
later, our neighbor to the south has been 
compelled to take a long hard look at its 
experiment in Socialism. 

A few months ago U. S. News & 
World Report examined this situation in 
an article entitled “Another Socialist Ex- 
periment in Trouble.” The article noted 
that the experiment in socializing the oil 
industry in Mexico was the pride of the 
nation. Pemex, as Petroleos Mexicanos 
is known, was a national institution, sup- 
port of which was almost held to be a 
patriotic duty. The expropriation date is 
a national holiday and every service sta- 
tion bears the motto “In the Nation’s 
Service.” 

Then, last January a Mexico City 
newspaper published a story charging 
Pemex with corruption, job black-market- 
ing, and graft. The center of illegal deal- 
ings, according to the newspaper, was the 
Ponza Rica oil district. Newly elected 
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President Lopez Mateos took action and 
the Ponza Rica district experienced a top 
to bottom shake-up. Relative calm re- 
turned until three months later when a 
new charge of corruption was lodged. The 
“false tank” affair, as it was known, re- 
sulted in the arrest of a Pemex distribu- 
tor and five of his employees on charges 
of stealing $750,000 worth of gasoline. 

It is noted by the article that the budget 
figures indicate that Pemex will have a 
deficit of $20 million this year. This 
budget announcement was the first since 
1947 and it is assumed by experts that 
the deficit in previous years has run to 
about $40 million. Just recently a 10 per 
cent price increase in oil products has 
helped to reduce current deficit figures to 
the $20 million level. 


HESE disclosures, of course, shocked 
the general public but they had al- 
ready become aware of shortages in oil 
products. On highways high-test gasoline 
is not always available and Mexico is still 
forced to import high-compression fuels. 
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WHAT OTHERS THINK 


U. S. News & World Report estimates, 
on the basis of geological reports, that 
there are 2.2 billion barrels of proven re- 
serves and yet in the last year of produc- 
tion only 101 million barrels of oil were 
produced. This figure is less than half of 
the production in the 1920’s when the oil 
companies were in private hands. 


O" men, according to the article, diag- 
nose the following troubles with 
Pemex: 1. Lack of efficiency in the na- 
tionalized industry. U. S. private com- 
panies can produce the same amount of oil 
as Pemex with less than one-third of the 
labor force. 2. The quality of employee is 
kept down by patronage and nonproduc- 
tive personnel. 3. Operation costs are too 
high because the company has not been 
under any pressure to make ends meet, 
deficits are met by the government. 4. 
Prices of Pemex products are kept too 
low through political pressure and they 
bear little relationship to costs. 5. Growth 
has been hampered by too little long-range 
planning and too little investment capital. 


6. Labor relations are worse than in most 
private industries in Mexico. 

Against this background of compound- 
ed troubles President Mateos has an- 
nounced that he will attempt to put the 
company back on “a more businesslike 
basis.” It would seem to be a monumental 
task. 


HE article in U. S. News & World 

Report brings home the fact that in- 
efficiencies in socialized industries are not 
restricted to any geographical area. What 
started out as an attempt to return the oil 
industry to Mexico has resulted in a vital 
industry being riddled with corruption 
and money wasting. It has produced an 
industry which is not now meeting na- 
tional demands for its product and this 
has produced all of these minus quanti- 
ties at a great expense to the Mexican 
people. The revelations of the past few 
months should give the Mexican govern- 
ment cause to reflect on the long-range 
results of destroying private oil interests 
in favor of a socialized industry. 





The Responsibility for Developing Managers 


a B. BRUNER of the personnel 
relations department of the Ameri- 
can Telephone and Telegraph Company 
has recently written a highly interesting 
article entitled “Recognizing Our Re- 
sponsibility for Developing Managers.” 
The article, which appeared in the Bell 
Telephone Magazine, looks at the prob- 
lems of management development, and 
the conclusions, as well as the recom- 
mendations made, are applicable not only 
to American Telephone and Telegraph 
but also to nearly ever: other utility com- 
pany. 

Mr. Bruner compares the leaders of 
business—the managers—to a football 
team. The football coach, when the game 


535 


is in progress, cannot take time to teach 
his team the rudiments of the sport. If 
he has not accomplished this basic in- 
struction he is very likely to put a team 
on the field which will operate far below 
its potential. The problems of business 
are much the same: Are key spots filled 
by the best people? Are there adequate 
replacements? Can the replacements fill 
any spot in which they might be needed? 
Has the recruiting job assured an ade- 
quate supply of people for the future? 
As in the case of the football player, these 
men are not found ready-made—they are 
produced. 

The article states that there are five 
significant changes which have brought 
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management development to the fore- 
front: (1) Growth of the total economy 
and of the individual organizations; (2) 
the trend toward decentralization; (3) 
rapid changes which increase the com- 
plexity of the manager’s job; (4) accept- 
ance of the fact that many of the skills 
of good management can be taught; (5) 
an awareness that many people operate 
far below their capabilities. 


gamer development has been 
defined as the process of producing 
leadership. The process includes all of the 
influences that affect what a business man- 
ager knows, how he thinks and acts, how 
he makes judgments, how he works, and 
how he grows and develops as a leader. 
These influences are generated by imme- 
diate superiors, associates, company, etc. 
The question of introducing a manage- 
ment development program, therefore, is 
an academic one since the process is 
happening continually. 

Mr. Bruner, however, asks if this proc- 
ess should be left to chance or should it 
be combined with a well-conceived leader- 
ship development plan. He believes that 
all too often the initiation of a manage- 
ment development plan is pushed to the 
background or put off to a more con- 
venient time. In this, he asserts, we are 
fooling no one but ourselves. The accept- 
ance of a poorer performance is just as 
much an influence on an employee as are 
positive actions. 

Mr. Bruner states that a comprehen- 
sive program of management develop- 
ment should at least cover the following 
areas: 

Acceptance of goals and objectives for 
management development. That is, the 
goals and objectives of the program must 
be thoroughly understood and accepted by 
the management organization before the 
program can be carried out. 
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Assignment of responsibilities for ac- 
complishing goals and objectives and the 
acceptance of personal accountability. Un- 
less responsibilities are assigned and de- 
fined there is apt to be a lack of stimula- 
tion and self-development in the individ- 
ual. 

Recruitment of future management tal- 
ent. Early identification of persons with 
management ability is essential. The ulti- 
mate quality of management is affected 
by the quality of recruits. Projected man- 
agement requirements over an extended 
period must be formed and these must in- 
clude such factors as the growth of busi- 
ness, losses due to retirements, etc. 

Comprehensive standards of perform- 
ance expectations which can be used as 
an evaluation of management potential. 
Fuzzy and narrow standards will all too 
often produce employees who perform in 
just such a fuzzy or narrow manner. 

Use of developmental activities. This 
might include such things as on-the-job 
coaching, formal training courses, and 
other such training experiences. 

Development of training programs to 
meet known needs. This could include a 
complete description of management 
training courses which could be used as a 
source of reference for the person who 
supervises the management development 
program. 

In today’s fast-changing business cli- 
mate, it is important that such a person 
keep up on various training opportunities 
which might be of value to potential man- 
agers. 


ane action according to the needs 
developed. The size of the program 
should be based ~n the needs of the man- 
agement people rather than on what can 
be accomplished with the least amount of 
trouble. 
Climate and organization structure that 
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are conducive to management develop- 
ment. 

Incentives. These might be tangible or 
intangible. 

Personnel records. It is pointed out that 
in many cases questions are asked of an 
employee that could be answered if the 
personnel records were referred to. Com- 
pany-wide personnel records will also per- 
mit supervision of movement and promo- 
tion of those persons who appear to have 
management potential. 

Evaluation of progress in achieving the 
previous ten points. Since so many factors 
enter into management training programs 
the evaluation of any single factor should 
be done with great care. 


M*: BRUNER states that a program 
such as this places emphasis on the 
man himself and makes him responsible 
for his own growth and development. It 
also places great emphasis on the persons 
who must identify potential leaders. 
These potential managers must be stimu- 
lated and encouraged and given the oppor- 
tunity to grow. Mr. Bruner notes: 


Continuing to develop qualified lead- 


WHAT OTHERS THINK 


ers is an important part of the operation 
of the business. There are no trick 
formulas, however, no easy roads to 
the successful development of man 
power. We can only suggest that it is 
a lot of hard work and that persever- 
ance and faith are required in large 
quantities, because there can be no ab- 
solute guaranty of success. However, if 
we're dissatisfied with where we are 
and want to do better, then a good 
course open to us is to use what we 
know about development and use that 
in the best possible way to build as we 


go. 

The article in the Bell Telephone Mag- 
azine calls to our attention the fact that 
good managers do not just happen. Lead- 
ership does develop in a business even if 
no planned program is in operation. How- 
ever, the advantages gained from a well- 
worked-out plan for developing such 
managers will and does pay off in the long 
run. What may happen by chance can be 
nearly assured—with the added advan- 
tages of economy of time and effort—if 
a well-thought-out program to develop. 
managers is initiated. 








_ Atomic Energy Commission has 
announced that contracts have been 
signed with the Philadelphia Electric Com- 
pany and with General Dynamics Cor- 
poration covering research and develop- 
ment, design, construction, and operation 
of a high-temperature, gas-cooled plant 
conceived by General Dynamics’ General 
Atomic Division of San Diego, California. 

The advanced concept power plant is to 
be built on the Susquehanna river in south- 
eastern Pennsylvania, and it has been de- 
scribed by the Atomic Energy Commission 
as the world’s first high-performance, gas- 


Gas-cooled Nuclear Power Generator Announced 






cooled nuclear plant for central station 
power generation. The prototype plant, 
scheduled for completion in 1963, will 
produce steam at temperatures and pres- 
sures high enough to take advantage of 
modern steam-turbine conditions. 

The Philadelphia Electric Company 
will build and operate the plant on its util- 
ity system in York county, Pennsylvania, 
about nine miles above Conowingo dam 
and hydroelectric plant, and Philadelphia 
Electric will have the financial support of 
51 other investor-owned utility companies 
which make up the High Temperature 
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Reactor Development Associates, Inc. 
(HTRDA). Following is a list of com- 
panies which make up HTRDA: Ala- 
bama Power Company, Arizona Public 
Service Company, Arkansas Power & 
Light Company, Atlantic City Electric 
Company, Baltimore Gas & Electric Com- 
pany, California Electric Power Company, 
Central Illinois Electric & Gas Company, 
Central Illinois Light Company, Central 
Illinois Public Service Company, Central 
Louisiana Electric Company, Central 
Power & Light Company, Cincinnati Gas 
& Electric Company, Cleveland Electric 
Illuminating Company, Delaware Power 
& Light Company, Detroit Edison Com- 
pany, Gulf Power Company, Gulf States 
Utilities Company, Hawaiian Electric 
Company, Ltd., Idaho Power Company, 
Illinois Power Company, Iowa Public 
Service Company, Kansas City Power & 
Light Company, Kansas Power & Light 
Company, Kentucky Utilities Company, 
Louisiana Power & Light Company, Mis- 
sissippi Power Company, Mississippi 
Power & Light Company, Missouri Pub- 
lic Service Company, Montana Power 
Company, New Orleans Public Service 
Inc., New York State Electric & Gas Cor- 
poration, Pacific Gas and Electric Com- 
pany, Pacific Power & Light Company, 
Pennsylvania Power & Light Company, 
Philadelphia Electric Company, Portland 
General Electric Company, Public Service 
Company of Colorado, Public Service 
Company of New Mexico, Public Service 
Company of Oklahoma, Public Service 
Electric & Gas Company, Puget Sound 
Power & Light Company, Rochester Gas 
& Electric Corporation, St. Joseph Light 
& Power Company, San Diego Gas & 
Electric Company, Sierra Pacific Power 
Company, Southern California Edison 
Company, Southwestern Electric Power 
Company, United Illuminating Company, 
Utah Power & Light Company, Washing- 
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ton Water Power Company, West Texas 
Utilities Company. 


HRA is anonprofit group organized 

to promote research and development 
in the field of nuclear energy. Its 52 par- 
ticipating companies, which serve 32 
states and about one-third of the popula- 
tion of the nation, comprise the largest 
and most widely representative group of 
utilities to support an atomic power proj- 
ect in the United States thus far. 

The president of Philadelphia Electric 
Company is R. G. Rincliffe. Robert E. 
Ginna, chairman of the Rochester (New 
York) Gas & Electric Corporation, is 
president of High Temperature Reactor 
Development Associates. 

Mr. Rincliffe and Mr. Ginna have ex- 
pressed confidence that the prototype high- 
temperature, gas-cooled plant, designed to 
produce 1,000 degrees Fahrenheit steam 
and pressures of 1,450 psi, will show the 
way to major advances in both the tech- 
nology and economics of nuclear power 
generation. 

They said in a joint statement : 


For nuclear power to succeed in com- 
petition with conventional power 
sources, which normally use fossil fuels, 
we must set about the development of 
nuclear plants designed to conform to 
modern-day steam conditions, in terms 
of working temperatures and pressures. 
Under the contracts signed today with 
the Atomic Energy Commission, we will 
proceed to carry out this important de- 
velopmental task, with vigor and en- 
thusiasm. The advanced characteristics 
of the General Dynamics high-tempera- 
ture, gas-cooled system give great 
promise of meeting the basic require- 
ments for a truly major advance in both 
the technology and economics of nuclear 
power generation, and for this reason 





WHAT OTHERS THINK 


the project has received wide support 
from the U. S. utility industry. 

We believe that this plant, to be built 
and operated on the system of the Phila- 
delphia Electric Company, will mark a 
significant forward step toward the 
national goal of economic nuclear power 
competitive in cost with the kilowatts 
produced from conventional fuels. 

The system is the most promising of 
the various gas-cooled concepts of cen- 
tral station power reactors, and it may 
well prove to be the most attractive of 
all reactor types for economic use in the 
United States and overseas. Therefore, 
it appears to provide an effective means 
whereby we can strengthen this coun- 
try’s world leadership in the peaceful 
uses of atomic energy, particularly in 
the generation of electricity. 


M* RINCLIFFE and Mr. Ginna recalled 
that last February 18th Chairman 
John A. McCone of the AEC, in request- 


ing congressional authority for the high- 
temperature, gas-cooled prototype plant, 
expressed confidence that when the re- 
actor is completed—the United States 
might expect to be several years ahead of 
other countries in this very important 
nuclear development. 

Dr. Frederic de Hoffmann, senior vice 
president of General Dynamics Corpora- 
tion and president of General Atomic Di- 
vision, said the prototype plant, with a de- 
signed capacity of 40,000 kilowatts (elec- 
trical), is expected to be the forerunner of 
future HTGR plants of larger sizes which 
will produce electric power competitive in 
price with conventionally produced power. 

Even before the signing of the contracts 
with the Atomic Energy Commission, the 
research and development phase of the 
HTGR project was moving forward at a 
steadily accelerating pace. Design and ex- 
perimental work is already well advanced. 
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With the support of Philadelphia Elec- 
tric and the participating companies of 
HTRDA, a comprehensive schedule has 
been established covering research and de- 
velopment, design, and actual construction 
and operation of the plant. 

Dr. de Hoffmann has explained that the 
high-temperature, helium-cooled, graph- 
ite-moderated, solid homogeneous system 
has been under intensive theoretical and 
experimental development with private 
funds at General Atomic Division’s 
laboratory in San Diego for more than two 
years. The research and development pro- 
gram, he said, has been substantially ex- 
panded during the nine months’ period be- 
tween the filing of the Philadelphia Elec- 
tric-HTRDA-General Dynamics pro- 
posal with the AEC and signing of the 
contracts. 


Ede Bechtel Corporation will be the en- 
gineer-constructor. General Atomic 
Division will design and provide the nu- 
clear steam supply system, including the 
reactor, under contract with Bechtel. Gen- 
eral Dynamics will also provide Phila- 
delphia Electric with the fuel elements for 
the plant’s first five years of operation. 
Westinghouse Electric will supply the 
plant’s electric-generating system. 

The plant at Peach Bottom, Pennsyl- 
vania, will cost about $40 million, includ- 
ing construction and the Atomic Energy 
Commission’s support of research and de- 
velopment, in accordance with the provi- 
sions of its Power Demonstration Pro- 
gram. 

Philadelphia Electric and the 51 other 
utility companies of HTRDA are com- 
mitted to build the plant and bear the en- 
tire $24.5 million cost of construction 
under a fixed-price, turn-key contract 
with Bechtel Corporation. The $24.5 mil- 
lion includes the cost of escalation. 

Philadelphia Electric will own the plant 
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and will operate it for at least five years, 
paying all operating costs. Philadelphia 
Electric also will provide the site, interest 
during construction on its capitalized in- 
vestment, and the cost of connecting the 
plant to its system, amounting to about 
$1.2 million. The contract signed in Wash- 
ington provides that Philadelphia Electric 
Company, as principal sponsor, will be re- 
sponsible for construction and operation 
of the plant. 

The AEC contract with General 
Dynamics provides for AEC assistance in 
meeting the cost of future research and 
development, up to a maximum of $14.5 
million on a reimbursable cost basis. This 
$14.5 million ceiling does not include the 
substantial private funds already spent on 
HTGR research and development at Gen- 
eral Atomic Division, nor does it provide 
for overruns. All research and develop- 
ment costs above $14.5 million will be the 
responsibility of General Dynamics. 


HE AEC, in its contracts with Phila- 

delphia Electric and General Dynam- 
ics, agreed to waive use charges on source 
and special nuclear material, up to a maxi- 
mum of $2.5 million. It will waive up to 
$2 million in such use charges on nuclear 
materials used over a period of five years 
covering Philadelphia Electric’s construc- 
tion and operation of the plant, and up to 
$500,000 of such use charges on nuclear 
materials used by General Dynamics in 
connection with the research and develop- 
ment program. 

The Philadelphia Electric-General Dy- 
namics-HTRDA proposal for develop- 
ment and construction of the proto- 
type plant was filed with the Atomic 
Energy Commission on November 21, 
1958. The proposal was in response to the 
commission’s September 22, 1958, invita- 
tion to industry to submit proposals under 


the Power Reactor Demonstration Pro- 
gram for the development, design, con- 
struction, and operation of a gas-cooled, 
graphite-moderated prototype nuclear 
power plant. Previously, the 85th Con- 
gress had enacted legislation calling for 
a gas-cooled power reactor. 

The General Dynamics high-tempera- 
ture, gas-cooled power reactor system is 
designed to use graphite-clad, homogene- 
ous fuel-moderator elements enabling it to 
produce steam at the temperatures and 
pressures conforming to modern-day util- 
ity practices. 

The unique fuel elements of the HTGR 
contain a small proportion of enriched 
uranium-235 and a larger amount of 
thorium mixed with graphite in homo- 
geneous carbon compacts. The reactor is 
able to generate 1,000-degree steam, using 
compact reactor steam plant equipment, 
because of the high temperature (around 
1,380 degrees Fahrenheit) of the helium 
coolant from the reactor. These high 
coolant temperatures are possible because 
of the graphite-body fuel elements. 


MONG the characteristics of the HTGR 

system which hold promise of a short 

cut to the goal of economic nuclear power 
are: 


1. Simplicity and compactness. 

2. Use of inexpensive construction 
materials which, together with high 
thermal efficiency, mean low capital 
costs, particularly in larger-size plants. 

3. High steam pressures and tempera- 
tures permitting use of modern steam 
turbine equipment. 

4. Low fuel cycle costs and long fuel 
burn up, resulting in lowered operating 
costs. 

5. Good nuclear economy. 

6. A high degree of inherent safety. 
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The March of 
Events 


Public Works Veto Overridden 


HE House on September 10th for the 

first time voted to override an Ejisen- 
hower veto. It rejected 280 to 121 the 
President’s second veto of a $1,185,- 
309,093 public works appropriation bill 
carrying funds for several hundred water 
development projects throughout the 
country. This was more than the two- 
thirds margin required to override. The 
Senate thereafter easily mustered the re- 
quired two-thirds vote. This marked the 
first time that legislation has been enacted 
into law over an Eisenhower veto. 

The disputed $1,185,309,093 bill was 
the second public works appropriation 
Eisenhower had vetoed. The House had 
earlier upheld by a one-vote margin his 
veto of the first $1,215,477,807 bill. The 
President vetoed the second bill less than 
an hour after it reached him on Septem- 
ber 9th. He did so because Congress 
defiantly included in the second bill funds 
for all of the 67 unbudgeted projects 
which prompted the first veto. The Presi- 
dent noted the measures were identical 
except for a 2.5 per cent cut in funds for 
all projects. 

Some House Republicans who sup- 
ported the President on the first veto 
deserted him on the second veto. They 
were from districts where water develop- 
ment is important. They apparently were 








a. 
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feeling some political heat from home. 
Republican leaders who had not expected 
to win the second battle still felt that this 
would help their antispending position. 

Voting to override the veto were 260 
Democrats and 20 Republicans. Those 
against overriding were five Democrats 
and 116 Republicans. In the unsuccessful 
attempt to override the first veto a week 
previous, 263 Democrats and 11 Republi- 
cans voted to override and 132 Republi- 
cans and six Democrats voted to uphold. 


News of TVA 


[I* August the capacity of the TVA 
power system passed the 11 million 
kilowatt figure when the fourth generat- 
ing unit at the Gallatin steam plant, Galla- 
tin, Tennessee, went into operation. This 
275,000-kilowatt generator brought the in- 
stalled rated capacity of the TVA system 
to 11,272,210 kilowatts. TVA has added 
1 million kilowatts of new capacity since 
January 1, 1959. 

Distributors of TVA power sold 16.6 
billion kilowatt-hours of electricity during 
the fiscal year 1959, an increase of 6 per 
cent over the previous year. Of this, 9.5 
billion was for residential use, which also 
showed a 6 per cent gain for the year. 

TVA plans to build a new power-pro- 
ducing plant in the western part of its area 
which is expected to be in operation by 
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September, 1962. Although the site has 
not yet been revealed, the new plant should 
‘be a big one. Most likely the 600,000-kilo- 
watt turbogenerator unit ordered to be 
built by General Electric Company will 
constitute the initial unit in the new plant 
since the contract for its manufacture 
specifies that it be ready for operation by 
September 1, 1962, the target date for the 
completion of the new facility which TVA 
plans to build. 


To Study New Reactor 


.. combined efforts of the Nuclear 
Power Group and Atomics Interna- 
tional, a division of North American Avia- 
tion, Inc., will be exerted to determine the 
feasibility of an advanced type of nuclear 


power reactor. The study will cost about 
$150,000 and will be used to explore the 
possibilities of the “graphite-moderated, 
water-cooled, boiling and superheating 
concept for power generation,” according 
to a Nuclear Power Group spokesman. 
The companies comprising the NPG out- 
fit are Commonwealth Edison Company, 
American Electric Power Service Corpo- 
ration, Central Illinois Light Company, 
Illinois Power Company, Kansas City 
Power & Light Company, Pacific Gas and 
Electric Company, Union Electric Com- 
pany, and the Bechtel Corporation. 

Uranium will be used in the new reactor 
and graphite blocks will be used to moder- 
ate the flow of neutrons—the atomic par- 
ticles that split the atoms. 


Illinois 


Gas Line Plans OK’d 


$4,149,700 construction program 
planned by the Texas Illinois Natural 
Gas Pipeline Company of Chicago was 
approved in August, subject to review, by 
a Federal Power Commission examiner. 
The new gas line is needed to allow the 
company to receive additional gas from 
reserves in the south Texas area. 
Examiner Emery J. Woodall’s decision 
would become final in thirty days unless 


reviewed by the full FPC. It also author- 
izes South Texas Natural Gas Gathering 
Company of Corpus Christi to sell gas to 
Texas Illinois. And as part of the overall 
plan, the ruling also allows four independ- 
ent producers to sell gas to South Texas. 

Texas Illinois hopes to boost its system 
capacity 20 million cubic feet daily to a 
total of 524 million cubic feet daily add- 
ing horsepower to eight main-line stations 
in Texas, Arkansas, Missouri, and Illinois. 


Indiana 


Hoosier Co-op Seeks REA 
Loan 

eer of the Hoosier Electric Energy 

Co-op have again asked REA for a 
loan to build a 198,000-kilowatt power 
plant and necessary transmission lines. 
Two years ago, nine power distribution 
co-ops organized Hoosier Electric Energy 
and asked REA to lend them $42 million 
to build a similar plant. Part of the plans 
included the sale of power to an aluminum 
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company which was planning to locate in 
southern Indiana. 

In December, 1957, Hoosier notified 
REA it no longer wished to consider a 
lease operation arrangement. Instead it 
wanted to sell power to the new plant out- 
right. REA asked for details which were 
never given. Since then the loan went un- 
granted for lack of completion. Mean- 
while, the aluminum company abandoned 
plans for locating in Indiana. 





THE MARCH OF EVENTS 


This new loan application by Hoosier 
Electric is for $53,847,000 and involves 16 
distribution co-ops with 70,000 members. 
It is estimated the new plant will save the 
member companies $3.5 million the first 


ten years over what they are now paying 
for power and $13,250,000 in the subse- 
quent fifteen years. If approved, the new 
plant will be built near Petersburg, Indi- 
ana, on a 110-acre site. 


Kentucky 


Public Power Group Formed 


:* Paducah a citizens’ group which fa- 
vors municipal ownership of the elec- 
tric distribution system was recently 
formed under the name of “Citizens for 
Low-cost Power.” The organization’s aim 
is to support moves to either buy Kentucky 
Utilities Company’s local power system or 
to build parallel lines and purchase TVA 
power. 

Kentucky Utilities was charged by the 
group’s local chairman with employing 
people to stir up the public against the low- 
cost power move. 

The public ownership question will 


be the key issue in the municipal election 
in November. At that time a new mayor 
and board of city commissioners will be 
elected. One Paducah merchant feels a 
mayor and board partial to public power 
should be voted into office since municipal 
opposition has blocked some previous ef- 
forts to push through municipal power 
ideas. 

As far back as 1942 the city tried 
unsuccessfully to purchase the local distri- 
bution system of Kentucky Utilities. Last 
February another abortive effort was 
made. The city lost one court fight to force 
the utility to sell its system. 


Michigan 


Thumbs Down on Monorail 


A PLAN for the construction of a 54- 
mile-long monorail system for De- 
troit has been rejected by a mayor-ap- 
pointed committee which termed it “im- 
practical at this time.” 

The monorail plan was developed and 
presented a year ago after a four-year 
study by the Detroit Rapid Transit Com- 
mission. It called for elevated monorail 
tracks on six major streets. 

The main objection to the plan was that 
it would not attract enough passengers to 


pay for itself. City Controller Henry P. 
Dowling, chairman of the eight-member 
city group, said estimates of income from 
the monorail system were set at $20 mil- 
lion while payments on principal and in- 
terest for the bond issues would require at 
least $18.9 million. He claimed this was 
not sufficient margin for sound financing. 

He also suggested that the city recon- 
sider the plan after observing the outcome 
of the monorail experiment planned at 
Seattle, Washington, for the 1961 World’s 
Fair Exposition. 


Mississippi 


Ask TVA for More 
Power 


a congressional delegation, con- 
sisting of Mississippi's two Senators 
and six Representatives, has asked the 


Tennessee Valley Authority to erect some 
power-generating facilities in their state. 
In a letter sent to the TVA board, it 
was pointed out that although 35 of Mis- 
sissippi’s 82 counties are served by TVA 
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power, none of the agency’s power is gen- 
erated within the state. 

It was also mentioned that Mississippi’s 
industrial expansion is “almost phenom- 
enal” and military installations in some 
areas add to an ever-expanding demand 
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for power. The letter also said that now 
that a bill giving TVA authority to float 
revenue bonds to finance new construc- 
tion has become law, “You will undoubt- 
edly soon be making plans for the con- 
struction of new generating facilities.” 


Texas 


Fights Atomic Dumping 


_ state of Texas, spurred by civic 
groups, has entered the fight against 
the dumping of atomic wastes in the Gulf 
near Texas. The attorney general has filed 
a petition with the Atomic Energy Com- 
mission to intervene in the case now pend- 
ing before the commission on the Indus- 
trial Waste Disposal Corporation’s applica- 
tion for a license to dispose of the wastes. 

The petition takes the position that the 
disposal plans do not include adequate 
guaranties of safety. Apparently there is 
some scientific doubt among experts that 
the wastes from atomic fuel could be 
dumped without danger to marine life. 

Nobody seems to really know what ef- 
fect atomic wastes might produce even if 
they were confined in concrete containers. 
Some scientists claim it would be perfectly 
safe, others are doubtful. 


Gas versus Electricity 


A NEW $9 million city-county charity 
hospital in Houston has precipitated 
a selling contest between Houston Light- 


ing & Power and United Gas Company. 
Both companies are trying to prove with 
facts and figures that their particular fuel 
would be best. 

A United Gas study contended that gas 
would shave costs by $3,624.48 a year 
for fuel and $16,235 for equipment and 
installation. 

Houston Lighting admitted electric 
cooking equipment was a little more ex- 
pensive to buy than gas equipment—unless 
the equipment is stainless steel. In that 
case there is no difference. 

United Gas claimed gas would mean 
savings in repair and maintenance, citing 
Bulletin 63 of the Federal Housing Au- 
thority. But Houston Lighting said com- 
mercial ranges are built better than domes- 
tic types—have less gadgets—and will last 
longer. In fact, it contended that electrical 
cooking equipment would last twenty 
years and that gas equipment would burn 
out sooner. Houston Lighting also pointed 
out that all but two hospitals in Houston 
are cooking with electricity and even they 
are gradually switching over, indicating 
electrical cooking is cheaper. 


Wisconsin 


Rate Revisions Allowed 

HE Wisconsin Public Service Com- 

mission has granted an application by 
the Wisconsin Power & Light Company, 
of Madison, to revise rates and rules for 
electric service. Some rate increases would 
be involved, but the general effect would 
be an annual reduction of $34,400. 
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The changes are intended to simplify 
the rate structure and eliminate possible 
discrimination. One principal change has 
to do with rural customers and the adop- 
tion of a fixed charge rate to replace the 
minimum rate. An annual reduction of 
$13,700 would result, the commission said. 
Other service changes will make up the 
balance of the rate cuts. 
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Trends and Topics 


Control of the Debt Ratio for Rate Making 


i es capital structure of a utility corporation, though primarily within the 
discretion of management, becomes a matter of concern to regulatory 
authorities in the rate-making process. Debt money is normally cheaper than 
equity capital, so that the ratio of debt to equity in the capital structure has a 
telling effect upon the cost of capital and the rate of return. Furthermore, since 
interest payments on debt capital reduce income tax expense, the revenue re- 
quirement is reduced. If, then, reasonable rates are to be enjoyed by utility 
customers, the commission is justified in using a hypothetical debt ratio in 
fixing them, where the utility’s actual debt ratio is manifestly uneconomical. 
And so most authorities hold. 

Writing in the Virginia Law Review (Vol. 43, page 1079), Professor 
Joseph R. Rose declared that when a commission, in ascertaining the cost of 
capital, disregards an actual debt ratio which is uneconomical, it no more 
invades the domain of management than when it disregards unreasonable ex- 
penses for labor, fuel, or other productive factors in fixing rates. In the same 
volume (page 1027), however, the other side of the question is presented by 
Professors G. Stanley Joslin and Arthur S. Miller. They contend that risk 
capital is the basis of productive capital and that the return must be com- 
mensurate with the risk. Debt capital, they maintain, does not cheapen the 
overall productive process. The total risk is the same and so the required re- 
turn is the same. 

The only difference, it was argued, is that of shifting more of the risk 
to the ownership interest and less to the debt interest. For all purposes, they 
would leave the determination of the debt ratio entirely to management. 

Numerous decisions relating to the use of a hypothetical debt ratio in de- 
termining allowable rate of return have been handed down by regulatory 
agencies and courts since the discussion of the matter in Pusiic UTILITIES 
ForTNIGHTLY, September 29, 1955, page 503. A few of the opinions may be 
cited as examples of current views. 
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Authority to Use Hypothetical Debt Ratio 

The Mississippi supreme court very recently upheld the state commission in 
rejecting an “imprudent and uneconomical” debt ratio of about 22 per cent 
maintained by Southern Bell Telephone & Telegraph Company, and held that 
there was nothing arbitrary or unreasonable in the commission’s adoption of a 
hypothetical debt ratio of 45 per cent. Since the debt ratio substantially affects 
the amount to be collected from the ratepayers, said the court, it is an important 
factor in the determination of the rate of return and must necessarily come 
within the authority of the body charged by law with the duty of fixing a 
reasonable rate of return. (Case reviewed in Pusiic UTILITIES FORTNIGHTLY, 
September 10, 1959, page 462.) The commission’s opinion in this proceeding 
observed that “a prudent capital structure is one conducive to the lowest cost 
of service that is consistent with a sound financial posture” (16 PUR3d 415). 

Similarly, the Louisiana supreme court sustained the commission in rejecting 
a telephone debt ratio of 22.3 per cent as “an unjust, unwarranted, and onerous 
financial burden” upon the ratepayers. For rate-making purposes the commis- 
sion had fixed a 45 per cent hypothetical debt ratio. The court held that this 
action was neither arbitrary nor confiscatory, noting that there is no prescribed 
formula for fixing rates and that the result reached, not the method employed, 
is the controlling consideration (18 PUR3d 329). 

Drawing from the Hope case the proposition that “the fixing of ‘just and 
reasonable’ rates involves a balancing of the investor and the consumer in- 
terests,” the Louisiana commission declared that it would be unable to achieve 
an equitable balancing of interests if it were forced to accept any debt ratio 
imposed by a parent corporation upon an operating telephone subsidiary. The 
commission found that the utility’s debt ratio subjected subscribers to an unjust, 
unreasonable, and unwarranted financial burden” and applied a hypothetical 
ratio of 45-50 per cent (26 PUR3d 55; order reversed in part on other 
grounds). 

In reply to a company proposal that a 35 per cent debt ratio be used, on the 
ground that regulatory bodies should not interfere with managerial discretion 
in the matter of the debt ratio, the Massachusetts commission pointed out that 
the debt ratio has a profound effect on the appropriate rate of return and, 
therefore, on rates. It observed that “we would be derelict if we did not exer- 
cise our own judgment on this question” (22 PUR3d 470). 

In applying a hypothetical debt structure, the Montana commission noted 
that the capital structure of a utility has an important bearing on the overall 
cost of capital. “Since the ratepayers must pay this cost of capital, proper 
protection of their interests requires some scrutiny of the utility’s debt ratio,” 
the commission declared (23 PUR3d 233). 

The Federal Communications Commission indicated that, in fixing a rate 
of return for an international telegraph carrier, it was bound to consider the 
capital structure which the carrier had chosen to maintain as against that which 
it could prudently maintain, in order to balance properly the requirements of 
safety of investment, stability of dividends, and availability of capital (25 
PUR3d 385). 
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Caution Urged in Substituting Debt Ratio 

The Virginia supreme court approved the action of the state commission 
in applying the 35 per cent debt ratio of the Bell telephone system in arriv- 
ing at the cost of capital to a subsidiary company. The high tribunal cautioned, 
however, that courts and commissions should “take a long look at the record 
before deciding that a public utility should owe more money than it does,” 
since that question is primarily for the judgment and integrity of manage- 
ment. It is only when the evidence clearly shows that the company is following 
a policy which unreasonably favors the stockholders at the expense of con- 
sumers that the rate-making tribunal should substitute a capital structure 
radically different from the one fashioned by the officers and directors of the 
corporation, the court pointed out (28 PUR3d 368). 

Applying an actual debt ratio in determining a proper rate of return for New 
York Telephone Company, the New York commission found no reason to in- 
terfere with the judgment of management. It recognized that many commis- 
sions have used theoretical debt structures in fixing rates and have been 
sustained by the courts. “We are, however, hesitant to substitute our judgment 
for that of management except in a case that admits of little argument,” said 
the commission (20 PUR3d 129). 

In an earlier case involving the same company, in which a 50 per cent debt 
ratio was urged against an actual ratio of about 32 per cent, the commission 
warned against the “grave danger in accepting theoretical testimony as to 
proper financing as against actual experience, even from witnesses of unusual 
qualifications.” It was recognized that in undertaking debt “reasonable room 
should be left for the exercise of managerial discretion.” But this does not mean, 
the commission hastened to add, that a lower than system debt ratio should be 
permitted to operate to the disadvantage of this company’s customers, “or 
that wasteful methods of financing would be condoned” (11 PUR3d 320). 


Minimum Debt Encouraged and Jurisdiction Disclaimed 


The Minnesota commission says a utility with a minimum of mortgage debt 
is better able to serve the public interest continuously because it can function 
under a long-range construction program and is better qualified to secure 
money during periods of economic recession. “We believe that choice of debt 
ratio and pay-out ratio of a public utility are problems of utility management 
and are outside the jurisdiction of this commission, unless excessive interest 
rates or dividends are being paid,” the commission stated (23 PUR3d 267). 


Large Debt Results in High Equity Return 

“Our experience over the years,” said the Federal Power Commission, “has 
revealed that with all other factors equal, utility companies with high debt 
ratios and thin equities can raise their funds at an overall cost lower than those 
companies with normal ratios.” The commission determined an overall rate 
of return for a subsidiary generating company, with an actual 90 per cent debt 
ratio, by comparison with what the rate of return would be, assuming a more 
normal capital structure. It treated the company’s overall cost of money as 
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being equal to the moderate overall cost of money to its parent system, of which 
the subsidiary was financially an inseparable part. This procedure resulted in 
a return of about 19 per cent on the 10 per cent common equity held by the 
parent (23 PUR3d 499; order subsequently stayed and case remanded on 


other grounds). 





Review of Current Cases 


“Going Concern” a Proper Element in Fair Value 
Rate Base 


HE Illinois commission has held that 

“going concern” value is a proper ele- 
ment to be considered in determining a fair 
value rate base. Present fair value, said the 
commission, is neither original cost de- 
preciated nor reproduction cost depreci- 
ated. Nor is it a matter of formulas. 
Rather it is a matter of reasonabie judg- 
ment based upon the consideration of all 
relevant facts. “Going concern” value is 
an intangible thing but is entitled to some 
consideration in arriving at an ultimate 
fair value determination. 

The problem which faced the commis- 
sion was how to ascertain what the prop- 
erty would be worth if there were com- 
petitive markets with willing buyers and 
willing sellers. The commission itself had 
to act as the competitive market place for 
the value determination, since there were 
no willing sellers and buyers to create a 
fair value on a competitive basis. How- 
ever, the fact that the company was ac- 
tually in business was considered a factor 
which a willing buyer and willing seller 
would take into account in a competitive 
market situation. 


Capital Structure 


The interveners had suggested that in 
the determination of fair value the de- 
preciated original and reproduction cost 
should be weighed by the existing capital 
structure, applying the original cost of the 
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property in the same ratio as the capital 
upon which the company had to pay a 
fixed return bore to the total capitaliza- 
tion of the company, and the reproduction 
cost to the balance. Upon such a basis, 
noted the commission, by including in fixed 
return capital all of the preferred stock of 
the company, the ratio would be approxi- 
mately 63 per cent fixed return capital and 
approximately 37 per cent equity capital. 
However, if the capital structure was con- 
sidered as debt represented by bonds and 
debentures and equity capital as common 
and preferred stock, together with sur- 
plus, the ratio would be approximately 
50-50. 

Economists and financial experts are 
not in complete agreement as to the posi- 
tion of preferred stock, said the commis- 
sion. Many consider preferred stock as 
equity capital. Since fair value is not a 
matter of formulas, in arriving at the ulti- 
mate conclusion the commission could give 
consideration to the capital structure with- 
out arbitrarily assigning a ratio. 


Construction for Extended Area Service 


Interveners had further contended that 
no allowance should be made in the rate 
base for the proposed cost of extended 
area service since it represented property 
not yet under construction. The commis- 
sion disagreed. Since the portion of the 
proposed increase in rates attributable to 
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the extended area service would not be 
allowed to go into effect until the neces- 
sary construction work had been com- 
pleted and the service put into operation, 
the commission believed it proper to in- 
clude the cost of construction for this 
service in the rate base. 

Also, to avoid additional hearings in 
the future, the commission deemed it 
proper to establish rates for extended area 
service in the present proceeding, notwith- 
standing that necessary plant was still in 
the construction stage, with the proviso 
that the extended area rates would not go 
into effect until the service was actually 
instituted. 


Depreciation Reserve 


It was further contended that the re- 
serve for income taxes which had been 
generated by the use of accelerated de- 
preciation should be deducted from the 
rate base. The commission again dis- 
agreed. A rate base is determined by the 
value of property which is devoted to pro- 
viding the utility service, said the com- 
mission, and if the utility puts the money 
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representing the deferred income taxes 
into property which is used and useful in 
providing the service it becomes, and 
properly so, part of the rate base. The 
commission approved of the use of ac- 
celerated depreciation and held that the 
utility is entitled to the benefit of the tax 
treatment allowed by §§ 167 and 168 of 
the Internal Revenue Code of 1954. 


Other Matters 

The commission concluded that a fair 
rate of return on the company’s fair value 
would be 6.25 per cent. A company pro- 
posal to eliminate present charges of 
$7.50 for the installation of colored tele- 
phones and, in lieu thereof, to charge a 
rental of 35 cents per month was disap- 
proved. Working capital was considered 
a proper element to be allowed in de- 
termining a fair value rate base. Also, the 
commission considered it proper to in- 
clude, in operating expense, additional de- 
preciation resulting from the increased 
depreciation rates authorized in the pro- 
ceeding. Re General Teleph. Co. of Il- 
linois, No. 45428, July 30, 1959. 


Conjunctional Billing Order to Be Reconsidered 
But Amended Riders Go into Effect 


wu the New York commission 
granted reconsideration of its recent 
order (28 PUR3d 243) eliminating dis- 
criminatory conjunctional billing and in- 
tercommunicating buildings riders from 
the rate schedules of Consolidated Edison 
Company of New York, Inc., the commis- 
sion, nevertheless, directed that amended 
riders go into effect on August Ist. They 
will be subject to refund, however, in the 
event of any subsequent modification of 
the order upon reconsideration. 
Applicants for reconsideration, ques- 
tioning the commission’s power and com- 
plaining of undue hardship, will be al- 
lowed to present their positions orally 


before the full commission, particularly 
with respect to whether the intent of the 
order can be accomplished with a lighter 
impact than that which has been claimed 
in certain instances. Since this is an his- 
toric situation in which certain customers 
have planned construction and operations 
in the light of the established rate sched- 
ules, any corrective modification of the 
historic pattern should be accomplished 
without unwarranted disruption, it was 
noted. 

But the commission observed that there 
appears to be no economic reason for 
favored treatment to many, if not all, of 
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the customers who are now receiving the 
benefits of lower total bills as a result of 
conjunctional billing. No customer has a 
constitutional or statutory right to any 


specific rate or treatment, and both are al- 
ways subject to review and change. Re 
Consolidated Edison Co. of New York, 
Inc. Cases 18011-18013, July 27, 1959. 


Unfinished Construction Excluded and Capital 


Cost Question 


Yar Massachusetts commission grant- 
ed Boston Edison Company a rate in- 
crease estimated to produce additional 
revenues of $4,203,000. The increase was 
almost $319,000 less than the company 
had originally sought. The new rates were 
calculated to yield a return of 5.7 per cent. 
The commission concluded that such a re- 
turn would be fair both to the company 
and to its customers. 


Unfinished Construction 


The company unsuccessfully sought to 
include unfinished construction in its rate 
base. 

The commission reiterated its views 
as expressed in a New England Telephone 
& Telegraph Company case (83 PUR 
NS 238) in which it had said that the 
inclusion of plant under construction, 
without any allowance for the effect on 
revenues, would tend to distort the year’s 
operations as normal or typical of the 
amount expected from the company’s op- 
erations, especially during the period when 
there was an abnormally large amount of 
plant under construction. 

Emphasis on the fact that the property 
would ultimately be devoted to public serv- 
ice tends to obscure the fact that owners 
in any private enterprise invest new capi- 
tal on the expectation of obtaining a 
future profit and do not expect a return 
until the investment is completed and is 
offering a service to the public. The com- 
mission could see no reason why investors 
in a public utility should be treated dif- 
ferently. 
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Considered 
Return Allowance and Cost of Capital 


In 1958 the commission had granted the 
company a rate increase (24 PUR3d 153). 
In granting the new increase the commis- 
sion cited higher municipal taxes and pay- 
roll costs experienced since that date. In 
considering the cost of contractual capi- 
tal, a company witness argued that it would 
be unfair and unrealistic to rely wholly 
on experienced costs in arriving at a rate 
of return to be applied to the future. He 
argued that the only sound procedure 
would be to compute capital cost wholly 
on the basis of current market conditions. 

The commission agreed that total 
reliance on experienced costs is unsound. 
The weakness in the witness’ approach, 
however, was the assumption that the only 
alternative was total reliance on current 
costs. The commission believed that this 
assumption ignored the method followed 
and discussed in an earlier decision (22 
PUR3d 470). The basis was a weighted 
average of the experienced and current 
costs of contractual securities. This 
recognizes that new issues must be financed 
at current costs, but avoids the “wholly 
unsound” practice of permitting the com- 
pany to earn a return on outstanding con- 
tractual securities in excess of what the 
company is obligated to pay. 

The commission noted that cost of 
equity capital, however, has little mean- 
ing except in terms of current market ap- 
praisals, since that cost depends upon in- 
vestor expectations, which in turn depend 
upon market conditions as they obtain 
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from time to time. In concluding that the 
cost of capital to the company was 5.67 
per cent the commission cautioned that 
fair rate of return need not coincide with 
the cost of capital, even when that is 
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liberally estimated, since some margin 
ought to be allowed for possible slight 
error in estimates and projections. Re 
Boston Edison Co. DPU 12899, August 
14, 1959. 


Competitive Rates Restricted When Commission 
Powerless to Regulate Service Areas 


[= Florida commission disapproved 
a proposed tariff submitted by Tampa 
Electric Company, embodying a rate in- 
crease previously granted by the commis- 
sion but seeking to pass the increase on 
to residential and commercial customers 
alone. The commission directed the com- 
pany to prepare new tariffs which would 
impose on interruptible service so much of 
the increases as would restore the com- 
petitive situation in the interruptible field 
between the company and Florida Power 
Corporation, another company operating 
in the same area. 

The tariff proposed by Tampa had es- 
tablished the fact that the competitive 
situation which the commission had at- 
tempted to preserve, in the interruptible 
field, had again been disrupted. The 
Florida legislature has not seen fit to 
regulate the territorial areas a utility is 
authorized to serve, so that any substantial 
difference in interruptible rates might very 
easily cause a defection of customers from 
one utility to another. 

The commission pointed out that the 
only satisfactory way to alleviate the con- 
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stantly recurring problem would be to have 
some regulation of territorial areas. Since 
the legislature has not provided such au- 
thority, one electric utility could invade 
another territory almost at will. 

The commission noted that the private- 
ly owned utilities have consistently re- 
spected the territorial rights of similar 
utilities. However, when sufficient dif- 
ferential exists between the rates of two 
such utilities serving contiguous territory 
to make it worth while, there is nothing 
to prevent a large user from demanding 
service from the utility having the most 
attractive rates, the commission said. 
There is a grave danger to the utilities and 
their customers, generally, when such a 
situation is permitted to exist. 

Considerable investment is required to 
provide service for large industrial users. 
If they could demand and receive service 
from one utility or another at will, such 
investment would be jeopardized and re- 
sulting losses would inevitably be felt by 
all classes of customers. Re Tampa Elec- 
tric Co. Docket No. 5274-EU, Order No. 
2695-B, July 31, 1959. 


Commission Has Power to Modify Fuel Clause 
In Complaint Proceeding 


HE North Carolina supreme court 
held that the commission had not 
erred in changing an electric company’s 
fuel clause by modifying the base price of 
coal, and in treating the proceeding as a 
complaint proceeding. Where a utility has 
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many rate schedules applying to many dif- 
ferent classes of service customers, the 
court said, and only one rate or a few rates 
are involved in a petition for amendment, 
modification, or rescission, the commission 
is not required to treat the proceeding as 
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a general rate case and value the utility’s 
property. 

The commission must determine, in 
every hearing involving the establishment, 
modification, or revocation of rates, 
whether it is a complaint proceeding or 
a general rate case. The findings of the 
commission on this point will not be dis- 
turbed by the court in the absence of a 
clear showing that the rights of the parties 
have been prejudiced. In the instant case, 
the commission had correctly treated the 
proceeding as a complaint proceeding. 


Allegation That Fuel Clause 
Discriminatory 


The complainants, large power users, 
had alleged that the fuel clause was dis- 
criminatory, unjust, and unreasonable, 
and had requested the court to remand 
the case to the commission with directions 
to rescind it in its entirety. The prior es- 
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tablishment of the fuel clause as a part of 
the rate schedules, answered the court, 
constituted prima facie evidence of its 
validity and that it was just and reason- 
able. The complainants had the burden of 
showing that the clause was discrimina- 
tory, and this they had not done. 

The court concluded that the evidence 
justified the commission’s findings that the 
earnings of the company had not been 
sufficient to justify elimination of the 
clause, but had been sufficient to justify a 
change in the base price of coal. And al- 
though the court conceded that the com- 
mission’s order might have been more 
clearly drawn, taken as a whole, the order 
evidenced an intent to find not only that 
the fuel clause was not discriminatory but 
also that it was not unjust or unreason- 
able. North Carolina ex rel. Utilities Com- 
nrission v. Carolina Power & Light Co. 
109 SE2d 253. 


Interim Order Allows Richfield to Continue Gas Pipeline 
Construction to Cal Edison Plant 


omen CALIFORNIA Epison Com- 
PANY is one step closer to a firm supply 
of gas for its Mandalay steam plant, as a 
result of a recent decision, by the Cali- 
fornia commission, not to issue a cease- 
and-desist directive against Richfield Oil 
Corporation, restraining it from continu- 
ing construction of a pipeline to serve the 
Mandalay plant, in accordance with a con- 
tract with the electric company providing 
for the sale of a specified amount of firm 
gas. Southern Counties Gas Company of 
California, the local utility which would 
be bypassed by the direct sale, has not been 
successful in stopping the sale, to this date, 
but it must be kept in mind that the com- 
mission’s order is only an interim one. 
The commission has instituted two in- 
vestigations, one of them to determine 
whether the gas utility should be directed 
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to file a tariff schedule offering semifirm 
gas service to large steam-electric gen- 
erating plant customers for boiler fuel use, 
since the prime factor which spurred 
Southern California Edison to contract 
directly with the producer was the avail- 
ability of gas from the utility only on an 
interruptible basis. The second investiga- 
tion is designed to determine whether the 
commission should issue Richfield a cer- 
tificate of public convenience and neces- 
sity to operate and maintain the gas pipe- 
line and facilities necessary to serve 
Southern California Edison. 

The commission was concerned with the 
proposed sale of such a large block of 
gas directly by a producer to a consumer 
in the service territory of a regulated gas 
utility, which, to a large extent, would be 
delivered through duplicate facilities with 
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a possible resultant overall higher cost to 
the consumer. Furthermore, such a direct 
sale, which bypassed the locally certificated 
utility, took away from the domestic, com- 
mercial, and industrial customer a firm gas 
supply that otherwise would aid in meet- 
ing the abnormal peak heating load on the 
cold days when Edison ordinarily could 
burn fuel oil under its boiler. 


Edison’s Contentions 


On the other hand, Edison advanced 
compelling reasons why it was necessary 
for it to obtain a firm gas supply. First, 
there was the explosive population growth 
in the territory served by the company. 
Second, the company’s generation plant 
had shifted from a predominantly hydro 
system to a predominantly steam system. 
Third, Edison’s fuel procurement activi- 
ties had been influenced by the air pollution 
control activities of the communities which 
the company served. 

While a gas supply subject to interrup- 
tion and fade-out was workable in the 
past because of the ready availability of 
alternate fuels, Edison maintained, the use 
of interruptible gas presently is unsatis- 
factory. 

Edison itself had no interruptible elec- 
tric service schedules, and so its need 
for energy supplies demanded a high de- 
gree of continuity. Edison was also nat- 
urally concerned that it had to rely heavily 
on a competitor in the field of fuel dis- 
tribution for its own supply of fuel. 


Public Utility Status 


The commission first examined the evi- 
dence to determine whether Richfield was 
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Proprietor’s Taxes Disallowed in Rate Proceeding 


fi few New Mexico commission was 
faced with an interesting question 
when a gas utility petitioned for a rate in- 
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a public utility subject to its jurisdiction, 
concluding that it was. Richfield had ac- 
cepted a special use permit issued by the 
Forest Service of the U. S. Department of 
Agriculture, authorizing it to build a pipe- 
line across a national forest on condition 
that it be operated as a common carrier, 
and directing the builder to file rate sched- 
ules with the proper regulatory agency. 
The acceptance of the special use permit, 
held the commission, constituted com- 
pelling evidence of dedication of facilities 
to a public use. 


Interim Requirements 


The interim order imposed conditions 
upon both Edison and Richfield. Both were 
directed to maintain records showing the 
charges for and volume of the sales in the 
event gas was delivered and sold prior to 
obtaining authorization from the com- 
mission. Both were put on notice that the 
producer would be required to refund any 
portion of the charges found by the com- 
mission not to be just and reasonable, and 
that the electric company would be re- 
quired to exclude from its cost, for pur- 
poses of justifying the reasonableness of 
its own rates, any portion of the charges 
for such gas which might be found by the 
commission not to be just and reasonable. 

The commission made it clear that the 
interim order did not preclude negotiations 
between the electric and gas utilities to de- 
velop mutually satisfactory arrangements 
for providing gas on a semifirm basis. 
Southern Counties Gas Co. of California 
v. Richfield Oil Corp. et al. Dectsion No. 
58850, Case Nos. 6225, 6245, 6267, Ap- 
plication No. 39250, August 4, 1959. 


crease, alleging that, since it was a sole 
proprietorship, the federal and state in- 
come taxes paid by the proprietor should 
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be allowed as an operating expense. The 
conclusion was that the personal income 
taxes of the owner of a public utility which 
is being operated as a proprietorship are 
not properly includable as an expense for 
rate-making purposes. 

The commission even considered the ef- 
fect of disallowing income tax expense in 
its entirety. Disallowance of any state and 
federal income tax expense would result in 
an unreasonably high rate of return, noted 
the commission, even under present rates. 
However, the commission realized that 
if the utility’s rates were reduced to pro- 
vide a return more within the zone of rea- 
sonableness after exclusion of tax expense, 
it would merely be a matter of days before 
the utility would incorporate and file for 
a rate increase because of the low return 
resulting from allowance of the corporate 
income tax. The utility and the commis- 
sion would both be inflicted with unneces- 
sary burden and expense to arrive at or 
near the point where the company present- 
ly was, with respect to rates for utility 
service, 

The best expedient, decided the commis- 
sion, was to allow, as tax expense, the 
amount that would be paid if the operation 
were a corporation. The utility argued that 
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the proprietor would be penalized by hav- 
ing her claimed allowance reduced to the 
level of corporate taxes. The commission 
disagreed, saying that she was asking for a 
windfall to be paid by the ratepayers, 
which would not be granted to a corporate 
utility. Although the commission believed 
that the type of business organization was 
a matter for utility management to decide, 
it said that it would be derelict in its duty 
to ratepayers if it permitted such factor 
to affect the rates so as to increase them 
beyond what it would ordinarily allow as 
reasonable under the same facts if the 
company were a corporation. 

The requested rate increase was denied. 
Ordinarily, said the commission, the 
presently earned 7.033 per cent return 
would be considered too high. However, 
in view of the fact that the utility was a 
100 per cent equity capital company, that 
it operated in only one city and would be 
more seriously affected by adverse eco- 
nomic conditions in its local area than a 
utility which operates in a widespread 
area, and that a proprietorship is subject 
to greater risks than a corporation, the 
slightly higher rate of return was allowed. 
Re Moyston (Hobbs Gas Co.) Case No. 
537, August 13, 1959. 


Rate of Return Accounts for Excessive Salaries 


A RATE increase proposed by Wilkinson 
County Telephone Company, Inc., 
was allowed by the Georgia commission 
upon a finding that the pro forma rate of 
return of 5.1 per cent on an investment 
rate base was low. The commission pointed 
out, however, that if the company’s execu- 
tive salaries were reduced to a reasonable 
amount, the rate of return would attain a 
reasonable level. 

Pro forma salaries of $11,400 were paid 
to stockholder executives, although the 
company’s pro forma total operating reve- 
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nues amounted to only $64,531. Such ex- 
ecutive salaries are excessive for a com- 
pany of this size, the commission declared. 
However, the company seemed to recog- 
nize this fact in that its claimed net op- 
erating revenues would not provide a rate 
of return normally considered reasonable. 
It apparently chose to disburse a part of 
its allowable earnings in the form of 
salaries to its stockholder executives. Re 
Wilkinson County Teleph. Co., Inc. File 
No. 19399, Docket No. 1452-U, June 24, 
1959. 
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HE New York supreme court has 

affirmed a commission determination 
(21 PUR3d 384) that a telephone com- 
pany’s business of furnishing systems for 
reporting of emergency alarms is public 
utility service subject to regulation. The 
system is offered for use only to munici- 
palities and other governmental agencies. 
Typical of such a system is the one in the 
upstate city of Syracuse, which includes 
some 320 telephones—the standard tele- 
phone company handsets—placed in un- 
locked boxes on streets and in public 
places throughout the city, for use by 
policemen, firemen, and other public em- 
ployees, both for routine and emergency 
reporting, and by members of the general 
public for the latter purpose. 

These call boxes are connected by tele- 
phone lines (passing through the streets 
as part of the company’s cable plant fa- 
cilities) to a private branch exchange 
switchboard furnished by the telephone 
company but located on premises of the 
city and operated by city employees. The 
switchboard is connected by several cen- 
tral office trunk lines to the company’s gen- 
eral exchange system through which any 
telephone subscriber may be reached. In 
addition, private tie lines provide inter- 
connection with particular telephone sta- 
tions, including those of the police depart- 
ment, the local power and light company, 
state fire marshal, and others. 


Regulatory Status 


The issue, as stated by the court, was 
whether the activity outlined constituted 
the business of affording telephonic com- 
munication for hire, which would render 
it subject to regulation. The commission 
had concluded that it did, finding that the 
service furnished is telephonic communi- 
cation in the normal, common, and ac- 
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Private Alarm Telephone System Subject to 
Commission Regulation 


cepted sense of the statutory term. 

The court did not find any basis for 
disturbing the commission’s determina- 
tion. Of course, said the court, statutory 
construction is a function of the courts, 
but where the question is one of specific 
application of a broad statutory term in 
a proceeding in which the agency admin- 
istering the statute must determine it 
initially, the reviewing court’s function is 
limited. The administrative determina- 
tion must be accepted by the courts if it 
has warrant in the record and a reason- 
able basis in law. 


Limitations on Use 


The court pointed out that the system 
under consideration provided, as the com- 
mission had found, a means of communi- 
cation by voice, over wires furnished by 
the telephone company and using the pub- 
lic streets. It was so joined to the com- 
pany’s general exchange system as to 
provide wide-scale communication over 
considerable distances and, in principle, to 
offer access to, and permit access from, 
any telephone—all within the common 
concept of telephone service. 

That limitations upon the use of the 
service might be imposed by the munici- 
pality served or by necessity was not con- 
sidered of compelling importance. That 
the business was not one of equipment 
rental but of furnishing service for hire 
seemed equally nonapropos to the court. 
The facilities and equipment are owned 
and controlled by the telephone company, 
which must repair and replace them and 
may do so and may make changes and sub- 
stitutions without consultation with the 
subscriber, It is, therefore, subject to com- 
mission regulation. Gamewell Co. v. New 
York Pub. Service Commission et al. 188 
NYS2d 107. 
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Telephone Directory Listings Limit Information 


we Lincoln Telephone & Telegraph 
Company obtained authority from 
the Nebraska commission to modify its 
tariff with respect to directory listings. 
The company’s tariff provided that a resi- 
dence listing may include only one sur- 
name, with the given name or initials of 
more than one individual having the same 
surname, 

In establishing listings in the alpha- 
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betical section of its directory, the appli- 
cant proposed to limit the information to 
that necessary to identify subscribers, 
eliminating nicknames and given names 
for more than one person in the same list- 
ing. This was thought to provide maxi- 
mum service and the most uniform treat- 
ment to subscribers. Re Lincoln Teleph. & 
Teleg. Co. Application No. 21790, June 2. 
1959. 


Commission Declines to Adjudicate Connection 
Refund Claim 


it Bex commission has no authority to 
adjudicate a claim for money dam- 
ages, the New Jersey commission pointed 
out in dismissing a water customer’s peti- 
tion for a connection refund, which it 
regarded as a claim, in effect, for money 
damages. He had deposited $247.50 un- 
der a company extension plan in order 
to obtain water service to his residence. 
Later the company installed an extension 
of the main, running in the opposite di- 
rection, to serve two other customers. 
Under the extension plan the excess 
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cost of the extension must be deposited 
with the utility “until such time as the 
revenue from the particular extension is 
sufficient . .. when it shall be returned pro 
rata to the depositor.” Without purporting 
to adjudicate the rights of the parties, the 
commission indicated that the revenue de- 
rived from the particular extension con- 
templates the revenue derived from the 
service connections to the main extension 
and not to extensions of the main by other 
mains. Savica v. West Jersey Water Serv- 
ice, Inc. Docket No. 11319, July 8, 1959. 


Management Compensation Scrutinized 


Hie Wisconsin commission took ex- 
ception to a small telephone compa- 
ny’s claim for general office expense. The 
individual who managed and controlled 
the corporation had been paid approxi- 
mately $5,000 for his services in 1958, of 
which $2,400 had been allocated to gen- 
eral office expense and $2,700 to plant 
force. The individual now proposed to 
withdraw from plant work and to pay 
himself $4,200 a year, all of which would 
be chargeable to general office expense. 
He also proposed to hire a lineman and 
to reduce the annual salary of the bill- 
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ing clerk under the new arrangement. 

The determination of reasonable man- 
agement compensation, said the commis- 
sion, where the officers control the corpo- 
ration and the element of arm’s-length 
bargaining is not present, requires the 
exercise of reasonable judgment. Such 
factors as the relative size of the opera- 
tion, amount and complexity of duties 
performed, type and value of services 
rendered, and wages paid in the past (up- 
dated to give weight to the increases in 
wages and salaries granted to nonaffli- 
ated employees) will be considered in de- 
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termining reasonable management com- 
pensation. 

In the present case, the individual had 
purchased a furniture business and had 
moved the utility business office to the 
store location. He intended to perform 
his utility management functions jointly 
with the furniture business. It was 
claimed that his presence in the store 
would enable subscribers to contact him 
more readily. 

The commission was of the opinion 
that the record did not support the claim 
for an increase of $1,800 in salary 
chargeable to general office expense. This 
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would amount to over $4 annually for 
each subscriber. Neither was it convinced 
that the subscribers would benefit to the 
extent claimed from the individual’s de- 
cision to operate the furniture store in 
conjunction with the telephone business. 
The commission was of the opinion that 
an increase of $600 in general office ex- 
pense was ample. 

The authorized rate increase would 
produce a return of 6.5 per cent on the 
company’s net book value rate base. The 
commission considered such return reason- 
able. Re Siren Teleph. Co., Inc. 2-U-5168, 
July 24, 1959. 


Telephone Switcher Service Ordered Across 
Filed Territorial Boundaries 


| Missouri commission has sus- 
tained the complaint of a number of 
residents in the filed territory of Conway- 
Niangua Telephone Company for con- 
tinued switcher service from United Tele- 
phone Company. For many years United 
has provided such service to the com- 
plainants. In 1950, however, the two 
companies fixed a mutually acceptable 
boundary line between them, placing the 
complainants in Conway’s territory. Ter- 
ritorial maps were then filed with the 
commission. 

It was urged on the part of United that 
its filed maps established the territorial 
limits of its duty to serve. Conway con- 
tended that the economic feasibility of its 
construction program, then under way, 
would be seriously impaired. The com- 
plainants preferred service through Unit- 
ed’s exchange on the grounds of com- 
munity of interest. They also objected to 
the toll charges which would be necessary 
if served by Conway. 

While the filing of exchange area maps 
by the two companies is evidence of 
their profession to serve certain areas, 


said the commission, such maps are not 
conclusive. United’s offering of service 
to the complainants through switcher 
lines over a long period of time rebuts 
any presumption that United had pro- 
fessed to serve only the area included in 
its filing. 

The commission pointed out that when 
Conway included these complainants in 
its filed area, it had a duty to give them 
notice that they were to be deprived of 
the service which United was providing. 
It was found, moreover, that the loss of 
these complainants by Conway would not 
materially affect the company’s construc- 
tion program. The commission noted that 
cases of this type are not to be deter- 
mined by the fact that tolls may be im- 
posed on calls between exchange areas. 

Two dissenting commissioners con- 
tended that the filed boundaries should be 
respected and that even if United has a 
duty to continue switcher service to the 
complainants, Conway should not be 
penalized by such outside service in its 
filed territory. Hill et al. v. United Teleph. 
Co. Case No. 14,094, July 15, 1959. 
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(Reve Pennsylvania superior court re- 
fused to set aside, in the absence of 
compelling reasons, a commission deter- 
mination that the temporary or perma- 
nent attachment of blocks, checks, or 
chains to an otherwise ordinary truck or 
trailer, in order to transport steel com- 
modities, does not transform the vehicle 
into special equipment, so as to fall with- 
in the rights accorded, by certificate, to 
a heavy hauler. 

It was for the commission to interpret 
the extent and nature of certificates issued 
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Construction of Heavy Hauler Certificate 
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by it, said the court. Because of the in- 
tricacies of the technical problems in- 
volved, the commission was especially 
qualified to speak with authority in con- 
struing the original grant. And while the 
commission’s interpretation of its orders 
is not conclusive on the court, in the ab- 
sence of compelling reasons the court will 
not set aside the action of the commission 
based upon its conclusion as to the extent 
of certificated rights. Mac-Rod Transport 
Co. v. Pennsylvania Pub. Utility Commis- 
ston, August 10, 1959. 


Running of Statute of Limitations Extinguishes 
Reparation Right 


HE California commission denied a 
railroad’s application for an order 
authorizing payment of special reparation 
to a shipper. The running of § 735 of 
the Public Utilities Code, which provides 
that reparation proceedings must be 
brought within two years from the time 
the cause of action accrues, and not after, 
extinguishes the right, as contrasted with 
the usual statute of limitations which bars 
only the remedy, the commission held. 
Since the application had been filed more 
than two years after the cause of action 
had accrued, there was no right to repara- 
tion. 
The railroad argued, however, that al- 
though the shipper may have been barred 


by the statute of limitations from bringing 
an action for reparation, the commission 
could permit the refund by voluntary ac- 
tion on the part of the railroad. Not so, 
said the commission. To permit a carrier, 
in a particular case, to voluntarily make 
reparation after the right thereto has been 
extinguished would permit discrimination 
which is prohibited by the Constitution and 
the laws of the state. The obligation of the 
carrier to treat all shippers alike makes it 
illegal, either by silence or express waiver, 
to preserve a right of action which the 
statute requires should be asserted within 
a fixed period. Re Southern P. Co. De- 
cision No. 58852, Application No. 40614, 
August 4, 1959. 





Other Recent Rulings 


Unfit Water. The California commis- 
sion refused to issue a certificate to oper- 
ate a water system where the state Depart- 
ment of Health had labeled the water un- 
fit for drinking and culinary purposes and 
the record showed that the applicant could 
develop other sources of water which 
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might meet the requirements of the De- 
partment of Public Health. Re Rosa Water 
Co. Decision No. 58772, Application No. 
40685, July 21, 1959. 


Telephone Return. Taking note of com- 
plaints as to the quality of service, the Ala- 
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bama commission allowed a small tele- 
phone company a rate of return of 5.93 
per cent on a net investment rate base 
pending the proposed installation of mod- 
ern dial equipment and a consequent im- 
provement in service. Re Valley Head 
Teleph. Co. Docket 14703, July 16, 1959. 


Reliance on Tariff. The Louisiana com- 
mission held that a tariff should correctly 
reflect the rates to be charged by a carrier 
since it is the authoritative source of the 
shipper’s information as to what the cor- 
rect rates may be and the shipper is en- 
titled to rely upon the correctness of a 
rate legally and officially published in a 
tariff which is in effect and on file with 
the commission. Ex Parte Texas-Louisi- 
ana Freight Bureau, Docket No. 7913, 
Order No. 7840, June 30, 1959. 


Contract Carrier Permit. The Colorado 
commission refused to grant a permit ex- 
tending a contract carrier’s authority to 
include the right to transport dairy prod- 
ucts, commenting that a contract carrier 
should not be permitted to serve the public 
generally, and public interest does not 
allow a contract carrier to compete with 
common carriers in soliciting the most de- 
sirable business and at the same time not 
be burdened with the legal duty to serve 
the less desirable business. Re Colorado 
Milk Transport, Inc. Application No. 
17185-PP, Decision No. 52616, July 2, 
1959. 


Long and Short Haul. A federal district 
court pointed out, in reviewing an Inter- 
state Commerce Commission order, that 
the Interstate Commerce Act has not 
guaranteed each rail carrier the right to 
the longest haul possible on its own lines, 
but has in effect permitted the commission 
to short haul where undue prejudice or 
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preference is established. Great Northern 
R. Co. v. United States et al. 172 F Supp 
705. 


Telephone Rate of Return. The Ne- 
braska commission authorized Southeast 
Nebraska Telephone Company to increase 
rates sufficiently to produce a rate of re- 
turn of 5.84 per cent on a current cost less 
depreciation rate base. Re Southeast Ne- 
braska Teleph. Co. Application No. 21751, 
June 17, 1959. 


System-wide Telephone Rates. The 
Missouri commission, in granting a tele- 
phone rate increase calculated to yield a 
return of 5.72 per cent, followed the sys- 
tem-wide method of rate making rather 
than the individual local exchange basis. 
Re General Teleph. Co. of Missouri, Case 
No. 14,003, June 22, 1959. Rehearing de- 
nied July 7, 1959. 


Purchased Gas Cost. The Federal Pow- 
er Commission denied a motion by coal 
interveners to stay an order (28 PUR3d 
380) authorizing Midwestern Gas Trans- 
mission Company’s pipeline project to 
Chicago on the ground that the proposed 
commodity component of the company’s 
rate was less than the actual cost of pur- 
chased gas, in view of the urgent public 
need for the service. Re Midwestern Gas 
Transnussion Co. et al. Docket Nos. 
G-16841, G-16842, July 9, 1959. 


Gas Air-conditioning Rates. The Dis- 
trict of Columbia commission approved a 
modest reduction in a gas company’s rates 
for gas used for air conditioning, since it 
would encourage summer sales and reduce 
the seasonal valley. Re Washington Gas 
Light Co. Order No. 4554, PUC No. 3594, 
Formal Case No. 456, July 15, 1959. 


Water Main Adequacy. Despite a water 
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company’s contention that a six-inch main 
would be required for a new residential 
development, the California commission 
found, on testimony of a staff engineer, 
that a four-inch main would be adequate, 
and a required advance of construction 
funds was determined accordingly. Lark 
et al. v. Citizens Utilities Co. of Cali- 
fornia, Decision No. 58762, Case No. 
6243, July 14, 1959. 


Jurisdictional Determination, The juris- 
diction of the Federal Power Commission 
is to be determined by it in the first in- 
stance under the fundamental rule that ad- 
ministrative remedies must be exhausted 
prior to judicial review, a federal appeals 
court pointed out in refusing to decide a 
jurisdictional issue which had not been 
presented to the commission in a rehearing 
proceeding. Lynchburg Gas Co. v. Federal 
Power Commission et al. No. 12,953, July 
20, 1959. 


Proprietorship Transfer to Corpora- 
tion. The Home Telephone Company, a 
sole proprietorship, was authorized by the 
Nebraska commission to transfer its prop- 
erties and franchises to the Home Tele- 
phone Company of Nebraska, Inc., in 
order, among other reasons, to facilitate 
the obtaining of a loan with which to 
modernize the telephone system. Re Home 
Teleph. Co. of Nebraska et al. Applica- 
tion No. 21816, July 21, 1959. 


Co-operative Territorial Right. The 
Colorado commission pointed out that a 
telephone co-operative which serves its 
members only, and over which the com- 
mission has not asserted jurisdiction, is 
not adversely affected by the granting of 
an application by a telephone company to 
serve a territory including that of the co- 


operative. Re Grover Teleph. Exchange, 
Application Nos. 14435, 17232, Decision 
No. 52797, July 29, 1959. 


Certificate Expanded on Rehearing. The 
Colorado commission ruled that it has au- 
thority on rehearing to enlarge the scope 
of a certificate previously granted, where 
supporting evidence is introduced in the 
rehearing proceeding. Re Cady etal. (A & 
C Delivery Service), Application No. 
17038-PP, Decision No. 52767, July 27, 
1959. 


Telephone Mileage Rate. A small tele- 
phone company, though granted a mod- 
erate rate increase, was required by the 
Alabama commission to reduce its mileage 
rate on local one-party exchange service 
outside the base rate area of its exchange 
from 70 cents to 50 cents per quarter mile. 
Re Ardmore Teleph. Co. Docket 14687, 
July 31, 1959. 


Sale of Telephone Exchanges. The Mis- 
souri commission authorized Southwest- 
ern Bell Telephone Company to sell two 
exchanges which were remote from its 
main system to South Missouri Telephone 
Company, which could consolidate them 
with its other operations for improved 
service. Re South Missouri Teleph. Co. et 
al. Case No. 14208, August 3, 1959. 


Extended Area Service Authorized. The 
Colorado commission granted a motor 
common carrier extended area authority 
upon a showing that its proposed improved 
service was required by numerous cus- 
tomers and that existing carriers in the 
area were not providing the quality of 
service needed. Re Lieschuck (Stockyards 
Livestock Hauling Co.), Application No. 
17251, Decision No. 52788, July 29, 1959. 
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APPENDIX 


Important addresses on legal, economic, financial, and other 
problems, delivered before the Public Utility Law Section of 


the American Bar Association at Miami 


Beach, Florida, 


August 24 and 25, 1959. 





Inflation and Public Utility Regulation 
By THE HonorasLE ALAN S. BOYD* 


HE subject, Inflation and Public Utility 

Regulation, is of such a vast scope that 
it provides unlimited opportunity for points 
of discussion. My purpose is to discuss cur- 
rent philosophies and procedures of regula- 
tion, whether existing concepts are sufficient 
to comprehend the impact of inflation on 
public utilities, the extent to which our 
utilities are affected by inflation, and what 
may be done in the future if new approaches 
are required. 

A discussion of either regulation or 
inflation does not require delving into 
ancient history. Prior to the end of World 
War II, there was no particular problem of 
inflation; and in 1944, the Supreme Court 
in the Hope Natural Gas case in effect gave 
all regulatory agencies carte blanche in 
establishing methods of rate making so the 
matters with which we are concerned may 
be said to stem from the period 1944-45.? 

The basic problem is one of ascertain- 
ing that regulated industries are author- 
ized to charge rates which under varying 
economic conditions will permit them to 
earn a reasonable rate of return on their 
investment. 

In order to accomplish this, regulatory 
agencies have generally adopted for motor 
carrier operations the so-called operating 
ratio method of ascertaining what rates are 
necessary in order to provide reasonable 
returns. In order for the carriers to earn 
this reasonable return, the ratio must be 
something less than 100. It is not possible 
to establish a standard because of the vary- 





* Member, Florida Railroad and Public Utilities 
Commission. 

1 Federal Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 51 PUR NS 193. 
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ing circumstances of different types of 
motor carrier operations. 

In the field of utilities, rates and rate of 
return are established on the rate base con- 
cept. There are three such concepts. The 
predominant one is the original cost rate 
base theory. The name, of course, is de- 
scriptive. It means that the rate base is 
calculated on the original cost of the prop- 
erty used and useful in providing the utility 
service plus certain additions for working 
capital and materials and supplies. From this 
is deducted the depreciation reserve, cus- 
tomer deposits on which no interest is paid, 
and an item for accrued income taxes where 
the company has the use of the customers’ 
money due to a time lag in payment. There 
are a number of variations on this theme. 


ECOND is the reproduction cost rate base, 

which at the present time is not used 
in many jurisdictions. To ascertain the re- 
production cost of the plant account, it is 
necessary to calculate the cost today of 
reproducing the existing plant. A further 
complicating factor is that of figuring de- 
preciation of such a method; 1.e., whether 
the existing depreciation reserve account 
should be accepted or a calculated deprecia- 
tion reserve based on the calculated cost of 
the reproduced plant. 

The third concept is that of fair value. 
In other words, what is the fair value today 
of the plant used and useful in providing 
the public service? This, of course, also 
requires considerable calculations and refer- 
ences to indexes of costs. 


¢ should be borne in mind that rate mak- 
ing is essentially an art rather than a 
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science. No matter what method of rate 
making is involved, there comes a time 
when the regulatory agency must exercise 
its judgment in establishing a fair rate of 
return. The overriding advantage of the 
original cost rate base seems to be the fact 
that it eliminates some of the judgment 
required. Since it is possible to calculate 
precisely the rate base using the original 
cost method, the rate of return is the only 
area calling for informed judgment. In both 
the fair value and reproduction cost the- 
ories, the regulatory agency may compound 
any error on rate of return through error in 
judgment in establishing the rate base. 

The electrical plant in this country has 
been doubling every five or six years since 
the end of World War IT. Current estimates 
are that bv 1968, the generating capacity of 
the industry will be double that of the 
capacity installed at the end of 1958.- All 
utilities must expand to meet the demand of 
the market whether or‘ not conditions are 
favorable, whether the money market is 
tight or easy, and whether or not the addi- 
tional business appears practical or profit- 
able. 

In view of the recent rapid growth of 
the electric industry, which is mirrored by 
the communications industry, the differences 
on the part of regulatory agencies in rate 
base theory are more apparent than real 
because the majority of present-day plant 
has been purchased at or near present price 
levels. 

Inflation, or a rise in price levels, is 
considered to be caused by one of two 
reasons. The first is that any increase in 
demand in excess of capacity (to meet the 
demand) will tend to produce price in- 
creases. This is the “demand-pull” theory 
of inflation. The other, known as the “cost- 
push” theory of inflation, is that trade union 
pressure can cause prices to rise in circum- 
stances in which the “demand-pull” theory 
tells us that they ought not to rise. Because 
of the high demand for new utility plant 
and the fact that all utility industries are 
almost completely organized, it is apparent 
that whatever theory of inflation you choose 
to follow the regulated utilities are caught 
in the web. 


N”™ let us see just what this impact of 
inflation has meant to the utilities, 
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what regulation has done about it, and 
whether new approaches are required. It 
should be remembered that what we are 
discussing—inflation and its impact—is of 
importance primarily to the common stock 
investor in the light of the return he may 
expect on his investment and any apprecia- 
tion that he may derive from growth of the 
utility. Under our regulatory concept there 
is no doubt that management and labor will 
receive their pay, that materials and sup- 
plies can be purchased, depreciated equip- 
ment written off, and the holders of senior 
securities and preferred stock will receive 
their interests and dividends; so, our con- 
cern is related to the owner of the equity. 


} pe regulated businesses feeling the 
sharpest impact of inflation are the 
motor carriers: urban transit and regular 
route common carriers of commodities and 
passengers. They have been and are faced 
with rising prices for both labor and mate- 
rials in an era of declining business due to 
competition beyond the scope of regulation. 
The rates and rate of return of these busi- 
nesses are set largely by competition and 
regulation can offer little assistance through 
granting increased rates. 

The telephone and electrical industries 
have been able through technological im- 
provements to offset to a considerable ex- 
tent the effect of inflated prices. Major 
contributions have been greater efficiency in 
the operation of ever-larger generating 
plants, reduction of line loss, and improved 
load factor on the part of the electrical 
utilities. The telephone industry through 
the adoption of electronic processes, micro- 
wave, and other improvements has been 
able to provide for the transmission of a 
greatly increased number of messages while 
eliminating many employment positions in 
the fields of operator and maintenance per- 
sonnel. 


HE woods are full of ideas about how 

to treat depreciation to cope with infla- 
tion. Depreciation has been charged histori- 
cally on the basis of original cost of the 
plant items. One of the popular ideas of 
the day is the establishment of depreciation 
charges in terms of constant dollars or in 
terms of current dollars, which in the case 
of equipment ten or more years of age 
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would result in a considerable increase in 
the depreciation expense over original cost. 

The depreciation charge has one function. 
That function is to reimburse the owner for 
the amount of money invested in the par- 
ticular equipment being depreciated and re- 
tired from the plant account. Despite the 
fact that the cash generated through the 
depreciation charge may be used to pur- 
chase new equipment, that is not the purpose 
for which the account is established. Any 
attempt to distort the depreciation reserve 
through charges in terms of constant or 
current dollars is an attempt to change the 
basic accounting theory. This is not the 
place to combat inflation. 


N addition to the efforts of utilities to 

help themselves through internal im- 
provements, some regulatory commissions 
have provided assistance through authoriz- 
ing the inclusion primarily in electric tariffs 
of fuel and commodity adjustment clauses. 
Where both fuel and commodity clauses are 
authorized, they work independently. Fuel 
clauses are based on an index price which is 
established either on the base price of a 
barrel of oil or its equivalent or the cost in 
terms of fuel to generate one kilowatt-hour 
of electricity. Commodity adjustment clauses 
are based on some price index published by 
one of the federal agencies. The wholesale 
price index of commodities of the Depart- 
ment of Labor is the one often used in 
formulating the commodity adjustment 
clause. If the index moves up or down be- 
yond a certain range, by mathematical for- 
mula the consumers’ rates are changed pro- 
portionately to maintain in theory the cost 
of materials and supplies to the utility at 
the base price. 

The rationale of these adjustment clauses 
is that in so far as possible their use will 
enable the utility to maintain a constant rate 
of return in the face of rising prices. Wage 
adjustments can only be treated through 
specific action on the rates of individual 
utilities. The same is true of changes in the 
cost of capital as new capital is obtained for 
expansion purposes. 


NE avenue available, at least to the elec- 
tric industry in attempting to offset 
the impact of inflation, is that of purchasing 
generating equipment from foreign con- 


cerns. Manufacturing companies in Western 
Europe and Great Britain are increasingly 
aggressive in their efforts to capture a por- 
tion of the American market. For various 
reasons, these companies are able to quote 
prices substantially less than those of Ameri- 
can competing firms, according to news 
articles on the subject. 

Assuming this to be true, it would be 
difficult to criticize operating management 
for purchasing foreign equipment, even 
though this may have an adverse effect upon 
portions of our national economy. From a 
regulator’s point of view, it appears that 
honest, efficient management is required to 
make the best possible arrangements for the 
public it serves. 


"nae was a time when a 6 per cent rate 
of return was considered to be the 
maximum amount allowable for regulated 
utilities. The forces of inflation caused this 
wall to be breached. The regulatory agencies 
of many jurisdictions now do not hesitate 
to grant rates which will permit a return 
substantially in excess of 6 per cent. It is 
not uncommon to find rates of return in 
excess of 7 per cent authorized for tele- 
phone utilities, which are generally felt to 
be more of a risk to the investor than elec- 
tric utilities. Whether or not authorized 
rates of return have improved sufficiently 
to keep pace with inflation is a subject of 
continuing debate. 

One procedure that is being attempted by 
more and more commissions in an attempt 
to counteract the effect of inflation is that 
of adopting a year-end or terminal rate base 
rather than utilizing the time-honored aver- 
age rate base for the test year. The year-end 
rate base also helps counteract the effect of 
regulatory lag. There have been instances 
where the regulatory agency has estimated 
a future rate base in order to provide a 
cushion against attrition. 

It is my belief that some inflation will 
be present in our economy for the foresee- 
able future. Public utilities and their manu- 
facturing suppliers have done a wonderful 
job in reducing unit cost and increasing 
operating efficiency. Whether the point of 
diminishing returns has been reached re- 
mains to be seen. The answer will depend 
to a great extent on the ingenuity of those 
in the industry. If that point has been 
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reached the effects of inflation will be more 
pronounced in the future. 

Regulatory agencies are to some extent 
like little boys. They are inclined to be 
afraid of the dark. New theories on how to 
cope with inflation should not be sprung in 
a rate case. Regulatory personnel should be 
afforded an opportunity to educate them- 
selves at a time when not subject to the 
pressure of reaching an immediate decision. 
In this connection the best and only ap- 
proach of which I am informed is the spon- 
sorship of various seminars and round 
tables by the Irving Trust Company under 
the able direction of John F. Childs. There 
should be far more opportunities of a simi- 
lar nature for regulatory, industry, and 
financial personnel to meet informally for 
the exchange of ideas. 


N an effort for self-improvement, the 
National Association of Railroad and 

Utilities Commissioners recently sponsored 
a short course on various aspects of regula- 
tion at Georgia Tech. This is a step in the 
right direction. The Public Utility Section 
of the American Bar Association might in- 
vestigate the possibility of sponsoring re- 
gional seminars at which regulatory and 
industry personnel could be invited to par- 
ticipate. 

The regulation of public utilities does 
not operate in a vacuum. If it did, the con- 
duct of rate proceedings and the adminis- 
tration by regulatory agencies would be 
vastly different than is the case. The facts 
are that regulation is subject to many politi- 
cal currents both obvious and unseen. In 
states where regulatory personnel are elected 
the officeholders will ordinarily reach deci- 
sions which they feel coincide with the 
sense of the people. In other states, where 
regulated personnel are appointed, it is not 
unique for regulatory policy to become an 
issue of gubernatorial campaigns. Appoint- 
ees will normally attempt to apply the stated 
policy of the governor. Without attempting 
to philosophize on these observations, it is 
manifest that if regulated business is to 
obtain greater returns than are now author- 
ized during periods of inflation there must 
be some educational process directed at the 
public. 

It is not the function of regulation to 
educate the public. It is a function of 
the agencies to authorize “real” earnings to 
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keep pace with any inflation. By this, I do 
not infer that investors in utility securities 
can or should expect to receive the same 
portion of earnings that may be the case 
in mining or manufacturing industries. 
Whether or not it is correct, the public 
feeling seems to be, by virtue of having a 
monopoly, the utilities have something that 
is better than an opportunity to compete. 
Since this monopoly is a franchise bestowed 
by the public, the utilities should be satisfied 
with something less than could be earned 
by a company operating in a competitive 
market. 


pes day the utilities will become aware 
of two basic facts: The first is that it is 
in their interest to do whatever is necessary 
to provide regulation with the best possible 
personnel and resources. The second is that 
somebody, maybe one of the members of 
this Section, will develop a means of pre- 
senting a rate case so that the general public 
will understand the facts and the issues. 
In so far as the public is concerned, the 
presentation of a rate case today is no more 
clear than would be the presentation of a 
Greek drama in the original language. 

It is not possible to forecast any revolu- 
tionary approaches to regulation that will 
provide earnings on a par with so-called 
competing industries. There is a lot of fuzzy 
thinking on the problem of inflation both 
within the industry and regulatory agencies. 
Industry is prone to cry wolf without par- 
ticularly convincing arguments. Regulation 
has a tendency to ignore the problem of 
inflation on the theory that it may go away. 
Current regulatory concepts seem to be 
firmly established. Inflation as a specific 
problem in public utility regulation can only 
be dealt with adequately if its impact is so 
identified that regulation will know with 
what it is dealing. 

I believe that regulation has performed 
well in coping with problems brought about 
by inflation. Where it has failed, this 
failure can be attributed to a lack of educa- 
tion or understanding on the part of the 
public and the regulatory agency combined 
with an inadequate presentation of the prob- 
lem by utilities. In those cases where it has 
failed, the remedy should be through in- 
creases in the rate of return rather than 
through use of fiction in accounting pro- 
cedures or guesswork rate base theories. 
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. paper delivered at the same panel 
discussion by John F. Childs, vice 
president of the Irving Trust Company, 
New York city, was reserved by the author 


for subsequent revision and amplification 
and will be published in this magazine at a 
later date as a feature article, and reprinted 
separately. 





Focus and Action on Administrative Problems—Mission 
Of the Subcommittee on Legislative Oversight 


By THE HoNnorABLE OREN HARRIS* 


Introduction 


WOULD be less than candid should I fail 

to acknowledge the pleasure which I feel 
in being asked to be here with you today. 
It is a pleasure for me, primarily, for two 
reasons. First, because I count it a real 
personal honor to appear before such an 
important group as your association. And 
second, because I am thus permitted to give 
a brief accounting to a professionally inter- 
ested group on matters of vital concern to 
us both. For you and I, each perhaps from 
a slightly different perspective, are con- 
cerned with the workings of the adminis- 
trative process and share, I am sure, a 
common desire and determination that it 
shall remain a fair and efficient means for 
the achievement of objectives which the 
American people, from time to time, have 
demanded of their government. It is there- 
fore a pleasure, as I say, as well as a privi- 
lege, for me to have this opportunity to 
explain some recent efforts with which I 
have been associated in the Congress in an 
attempt to maintain the integrity and effec- 
tiveness of the administrative process. 


Purpose of the Subcommittee 


A you know, those efforts have been 
undertaken during the last two years 
primarily through the Special Subcommittee 
on Legislative Oversight of the House Com- 
mittee on Interstate and Foreign Commerce. 
If I were to explain briefly and in my own 
words, rather than in the formal language 
of the House resolution creating the sub- 
committee, the purpose which I entertain 
for the subcommittee, I would say this: 


* Chairman, House Committee on Interstate and 
Foreign Commerce and Special Subcommittee on 
Legislative Oversight. 


that its objective is twofold. First, to de- 
velop information, through investigation 
and study, concerning the administration of 
laws under the cognizance of the main com- 
mittee: how effectively and efficiently and 
fairly those laws have been carried out ; and 
how closely their administration has been 
attuned to the real purpose for which the 
Congress adopted them. 

And, second, the purpose of the subcom- 
mittee is to act as an agent for correcting 
whatever deficiencies are revealed by inves- 
tigation and study. Thus, in shorthand form, 
the objective is to focus attention upon 
certain problems in the administration of 
the laws and to take quick, forceful, and 
intelligent action for the correction of those 
problems. And I cannot emphasize too 
strongly that I consider each aspect of this 
broad objective equally important and indis- 
pensable to the successful operation of the 
Oversight Subcommittee. Action without 
information upon which to base action is 
fruitless, and even dangerous ; and informa- 
tion without action is only to repeat that 
which is too common a feature of Wash- 
ington official life. And while I must neces- 
sarily admit that our accomplishments thus 
far have not matched our desires, I submit 
to you that the record of the Oversight Sub- 
committee to date bears up well when 
judged by each of these foregoing stand- 
ards. 


The Record of the Subcommittee 


oO mention some of the achievements of 
the past two years, I need only remind 
you of our investigations and hearings in the 
fields of television, securities transactions, 
and wool products labeling, among others, 
to point up the effectiveness of the subcom- 
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mittee in focusing attention upon certain 
practices that fall short of the high stand- 
ards of fairness, and even legality, which 
we rightly expect in the administration of 
the laws. And, again, I have only to refer to 
certain court cases which followed our in- 
vestigations, to remedial steps taken by 
some administrative agencies to free them- 
selves of questionable practices and influ- 
ences, and to plans for legislation to correct 
still other problems revealed by our hearings 
—I have only to cite these points to illus- 
trate that action, and I believe constructive 
action, has been forthcoming from our 
efforts in the past. 

Men of “encompassing thoughts” and 
idealistic temperaments, as well as men with 
axes to grind, may well discount the sig- 
nificance of these achievements. But practi- 
cal-minded men of integrity and good will 
will concede, from the record thus far 
assembled, that the Oversight Subcommittee 
has had a necessary job’ to do and that it 
has done it at least moderately well. 


An Immediate Problem: Delay 
In Administration 


ut I need not dwell too long on those 
things with which you are already 
generally familiar. Rather, in further illus- 
tration of our basic objective of focusing 
attention and taking action on important 
problems in the execution of the laws, let 
me turn to another matter, of grave impor- 
tance to the administrative process, which 
the Oversight Subcommittee now has be- 
fore it. I refer to the problem of delay in 
the enforcement of the law and all the 
destructive and undermining consequences 
that flow from it. 
It is indeed a tragic and ironic fact that 
a process of government which itself was 
in good part intended to escape the inter- 
minable delays of law enforcement through 
the courts should now in too frequent in- 
stances offer its own examples of Jarndyce 
versus Jarndyce. And while I would not go 
so far as to employ the vivid language and 
bold overstatement of a Charles Dickens in 
describing the existence and results of ad- 
ministrative delay, I certainly would stress 
it as one of the most serious impediments 
to the achievement of effectiveness and fair- 
ness in the administrative process today. 
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But, of course, I am not alone in this per- 
suasion. Chairman Kintner of the Federal 
Trade Commission has expressed the same 
opinion, in these words: 


As I see it, there is only one serious and 
very basic problem confronting the ad- 
ministrative process today. That is our 
perennial enemy, delay. 


ND Valentine B. Deale, Esquire, of the 

District of Columbia Bar, has noted 

the obvious bearing which delay has upon 

the effectiveness and fairness of govern- 
mental administration. He says: 


Ethics in the administrative process is 
linked with efficiency of administrative 
operations. The climate for fast deals or 
sly arrangements is good when adminis- 
trative operations are marked by excessive 
delays, inadequate procedures, complexity 
of regulations, poor public information 
provisions, and so forth. On the other 
hand, efficient operations tend to keep 
everyone on a straight and narrow path. 
(Italics supplied.) 


It was precisely this problem to which the 
President’s Conference on Administrative 
Procedure directed its attention in recent 
years and with which the newly established 
Office of Administrative Procedure in the 
Department of Justice has been especially 
concerned. And many others with similar 
concern could be named, including your 
own association, individual members of the 
bar, as well as the administrative agencies 
themselves, not to mention members of 
regulated industries and the public who are 
caught in the meshes of slow-moving ad- 
ministrative machinery. 


HILE generally familiar with the prob- 

lem of delay, the Subcommittee on 
Legislative Oversight has recently become 
particularly conscious of it as a result of a 
series of panel discussion hearings con- 
ducted under subcommittee auspices. During 
June of this year more than 100 persons 
participated in discussions before the sub- 
committee on a variety of topics related to 
the administrative process. Participants rep- 
resented the six major regulatory commis- 
sions subject to subcommittee jurisdiction, 
the Federal Trial Examiners’ Conference, 
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bar associations, trade groups and _ practi- 
tioners’ associations, as well as regulated 
industries. Attention was given to such 
topics as improper ex parte influences upon 
administrative law enforcement, the réle of 
the hearing examiner in agency procedure, 
the rdle of commissioners and their staffs, 
proper division of responsibilities within the 
agencies, and, finally, the general efficiency 
of the commissions. Information was ob- 
tained on each of these topics, and the value 
of this information appeared all the greater 
to the subcommittee, and I believe to the 
participants also, because it was arrived at 
through penetrating discussion and debate 
among recognized authorities engaged di- 
rectly and practically in the everyday proc- 
esses of governmental administration. 

Now I go to such lengths to explain the 
nature of these recent panel hearings in 
order that you may fully appreciate the 
significance of a conclusion that was forth- 
coming from practically all of the dis- 
cussions; namely, the one to which I have 
already referred, that possibly the greatest 
defect in the administrative process today 
is delay. 


The Subcommittee’s Program against Delay 


oO impressed was the Oversight Subcom- 

mittee with this overriding conclusion 
that it naturally inquired about efforts cur- 
rently being taken to alleviate the condition, 
and whether there was a réle which it might 
appropriately play in the solution of the 
problem. The subcommittee was concerned 
that its efforts, whatever they might be, 
should not be merely duplicative of the work 
of others; and, more important, it was de- 
termined that whatever it might do in this 
field should be of a practical nature which 
would lead as quickly as was feasible to 
tangible action and results. 

Consultation with members and staffs of 
the various commissions and with practition- 
ers before the commissions led the subcom- 
mittee to the conclusion that indeed there 
was a necessary and worth-while job it could 
do in attacking this problem of delay, and 
that that job would follow the twofold ap- 
proach of the subcommittee which I have 
stressed previously ; namely, the focusing of 
attention, through the gathering of data and 
facts, on the actual causes of delay, and 


thereafter the working out of practical solu- 
tions as to those causes—in other words, 
assuring remedial action. 


N™ as I say, both of these approaches 
are needed. In the first place, we must 
pinpoint the causes of delay. The fact or 
existence of delay is more than well-known, 
as we all acknowledge. But the actual 
sources and reasons for it in the various 
agencies is another matter. Chief Judge 
Prettyman had this point in mind when he 
said : 


Much discussion of the administrative 
process in action suffers from a lack of 
precise and up-to-date actual information 
as to how various procedures currently 
operate. 


And, I might add, this fact is true despite 
the several studies and inquiries, through 
the years, of such groups as the President’s 
Committee on Administrative Management, 
the Attorney General’s committee, the two 
Hoover commissions, the President’s Con- 
ference on Administrative Procedure, and 
various congressional and bar association 
committees. 


ILTON M. Carrow, Esourre, of the 

New York Bar, after surveying and 
evaluating the various data and recommen- 
dations of some of these foregoing study 
groups, particularly those of the Hoover 
Commission Task Force and the American 
Bar Association, has had this to say regard- 
ing the sufficiency of information on which 
to base courses of remedial action: 


Proof has been submitted indicating 
that administrative justice has failed to 
provide the inexpensive and prompt dispo- 
sition of controversies promised by its 
proponents. 

Such instances undeniably support the 
contention that in a number of adjudica- 
tive proceedings, parties are subject to 
unnecessary delays and expenses. But are 
they inherent in the administrative proc- 
ess? And, do these reasons alone herald 
the breakdown of administrative justice? 

Neither of these questions, it is sub- 
mitted, can be adequately answered even 
today. The information upon which a 
proper evaluation can be made is con- 
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tained in possibly outdated studies. A 
trickle of new information was released 
in the first (1957) annual report of the 
experimental Office of Administrative 
Procedure in the Department of Justice. 
Much more is needed. (Italics supplied.) 


It is now the intention of the Subcommittee 
on Legislative Oversight to assist in sup- 
plying that needed data. 

But, to emphasize the second aspect 
of the subcommittee’s approach to this 
problem of delay, I stress that the informa- 
tion which it obtains about the causes of 
delay must not be allowed simply to gather 
dust in committee files, but rather, must 
provide the basis of prompt, intelligent 
remedial action! As Commissioner Arpaia 
of the ICC put it, “Before corrective action 
can be intelligently taken, specific up-to-date 
facts must be available. The next step... 
is to translate the results of the study into 
action—before it gets stale.” (Italics sup- 
plied.) Such, also, is the firm intention of 
the Oversight Subcommittee. 


ut I have talked, perhaps, too much in 

terms of subcommittee plans and in- 
tentions. What actually has it done to carry 
out those plans? The answer, I believe, you 
will find both interesting and constructive. 
In the first place, with the assistance of the 
Legislative Reference Service of the Li- 
brary of Congress and the full co-operation 
of the various commissions under the juris- 
diction of the subcommittee, time studies 
have been made of proceedings in major 
cases before the commissions. Much valu- 
able information has thus been obtained, 
pinpointing the lapses of time in the various 
stages of commission proceedings. 

But more information is obviously needed, 
particularly about the causes of delay at 
each stage. Such information can only be 
obtained, and adequately appraised, with 
the closest assistance of the commissions 
themselves. For that reason, the subcom- 
mittee has taken its second major step; 
namely, the formation of an Advisory 
Council on Administrative Problems, com- 
posed initially of representatives of the six 
major regulatory commissions under sub- 
committee jurisdiction and designated mem- 
bers of the subcommittee staff. From time 
to time, as the need arises, membership in 
the council will be expanded to include other 
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interested and informed parties, such as 
practitioners and members of bar associa- 
tion committees. 


HE immediate purpose of the council is 

to collect facts pertaining to current 
operating procedures in each agency and to 
recommend to the subcommittee specific, 
tangible methods of reducing time, expense, 
and length of records in the conduct of 
agency business. Already the council has 
met and an itemized agenda for its program 
has been submitted by each of the six com- 
missions. Study papers are now being ex- 
changed among members of the council and 
further meetings are scheduled for early 
next month. I need not burden you with a 
detailed accounting of the findings and 
conclusions which have already come from 
this joint endeavor. 

The important point to be made here is 
this: that since the council is made up 
largely of representatives of the commis- 
sions themselves, and thus of men who are 
closely and daily involved in the actual 
workings of the administrative process, it 
should be particularly capable of analyzing, 
in an informed and intelligent way, the 
causes of administrative delay and of ad- 
vising the subcommittee of the most con- 
structive forms of remedial action. I per- 
sonally suspect that such action will not 
take the form of sweeping statutory change, 
but rather of carefully and selectively drawn 
alterations in commission methods, aided, 
perhaps, by equally careful legislation. 

But that is beside the point. The point, as 
I have already suggested, is that we desire 
to aid, not to harm, the administrative 
process, and that the approach the subcom- 
mittee is taking with its Advisory Council 
is best calculated to achieve that end. 


uT this joint effort of the subcommittee 
B and the commissions, if it is to be suc- 
cessful, must have the support, assistance, 
and co-operation of the two other groups 
vitally affected by and, therefore, deeply 
interested in the improvement of the ad- 
ministrative process. These two groups, to 
which I refer, are the members of the bar, 
such as yourselves, who are actively engaged 
in the practice of administrative law and 
industry members in the field of regulated 
activity. The views and recommendations of 
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both of these latter groups, drawn from 
their experience before the agencies, are 
needed and solicited by the subcommittee, 
as well as the Advisory Council. 

In addition, when proposals and recom- 
mendations for dealing with the problem 
of delay are shortly forthcoming from our 
efforts, the effectiveness of some of them 
in practice may well depend, to a great 
extent, upon the manner in which you, as 
practitioners, and your clients, as members 
of the regulated industries, respond to them 
and co-operate in carrying them out. For 
we would be utterly unrealistic if we did 
not recognize and admit that under certain 
circumstances it is to the economic and 
financial advantage of certain members of 
an industry, or of members of an entire 
industry, to forestall the entry of new de- 
velopments in their field of operation. 
Under such circumstances clients will call 
upon their counsel to use every legal device 
open to them to throw roadblocks in the 
way of such change. 


HORTLY after Congress convenes our 
« ) committee will hold hearings on HR 
4800 and HR 6774. HR 4800 was intro- 


duced by me to implement the major recom- 
mendations in the subcommittee report of 
January 3, 1959. HR 6774 was introduced 
by me at the request of Mr. Donald Beelar 
on behalf of his American Bar Association 
committee. As a result of the eight days of 
panel discussion hearings before the sub- 
committee in June, it appears that there is 
need for considerable revision of each of 
these bills. The hearings soon to be held 
should add sufficiently to our fund of infor- 
mation so that we can report out legislation 
which will substantially contribute to the 
improvement of the administration of law 
by commissions. 

As members of the legal profession you 
gentlemen have an obligation to keep con- 
stantly before you consideration of the pub- 
lic interest. Your full co-operation in fight- 
ing this destructive force of delay, which is 
taking such a heavy toll in the field of 
administrative law, is sorely needed and is 
most earnestly and sincerely sought. On 
behalf of the subcommittee and the admin- 
istrative agencies and all who desire fair 
and efficient functioning of the administra- 
tive process, you are requested to join in 
this common cause. 





The Administrative Process 
By NELSON LEE SMITH* 


HE ambitious title assigned to these re- 
marks suggests a length and scope which 
would go far beyond both the limitations of 
time and qualifications of your speaker. No 
effort will be made, therefore, to add to the 
mass of scholarly legal literature already 
available on the administrative process as a 
whole, and supplemented recently by such 
writings as Kenneth Culp Davis’ authorita- 
tive four-volume Treatise. The attempt will 
be, rather, to assess some of the more im- 
portant proposals which are now receiving 
consideration as subjects for possible federal 
legislative or other action, largely as a result 
of the activities of the House Subcommittee 
on Legislative Oversight, at present ably 
headed by the distinguished previous speaker, 
Representative Oren Harris. 
Also, since there is a diversity of bills? deal- 
ing with these matters—and of opinions, not 
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only concerning the meaning of the language 
used in the various proposed measures, but 
also as to the need and desirability of any 
legislation regarding some of the questions 
which have been raised—it seems proper to 
view the entire matter as being still in a 
highly tentative or formative status. Conse- 
quently, we shall not deal specifically with 
the detailed provisions of pending bills, with 
the niceties of their terminology, or with the 
consistency or conflict with such technical, 
and not always clear-cut, concepts as “initial 
licensing,” “rule making,” “adjudicatory pro- 
ceedings,” and “separation of functions’— 
all as defined in the Administrative Proce- 
dure Act. 


HILE these are matters of substantial 
importance to the final legislative 
draftsmen, as well as those who must ad- 
minister or practice under such standards as 
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may ultimately be established, they can more 
appropriately be discussed and settled by ex- 
perts at a later stage after basic objectives 
have been determined. This paper, therefore, 
will deal quite broadly with the principal 
changes now under consideration in the fed- 
eral administrative area, reduced to what 
seem to be their major purposes. The effort 
will be to appraise their probable impacts 
upon the public interest and the effectiveness 
of the administrative process, as these mat- 
ters appear to one who has spent most of his 
adult life either in the academic study of the 
economics of public service enterprises or in 
the practice of the art of public regulation 
at the state or federal level, but who no long- 
er might be suspect of having a vested per- 
sonal interest in the preservation of the status 
quo of any particular regulatory institution! 

At the outset it should be emphasized that, 
from this viewpoint, no acceptable substitute 
for the independent commission has as yet 
been devised as a means of regulating the 
services, charges, and practices of businesses 
affected with the public interest within what 
is—and what we hope and confidently ex- 
pect will remain—predominantly a free enter- 
prise economy, sparked by private initiative 
under the powerful incentive of the opportu- 
nity for profit. Despite attacks which from 
time to time have been launched against the 
regulatory agencies by those who would re- 
place regulated private businesses by state- 
owned and -operated enterprises, their rec- 
ord, over all, has been exemplary. They have 
justified their place in our governmental 
scheme through generally, effective perform- 
ance of the very functions which led to their 
creation. 


HESE agencies were established in order 

to provide a continuing, expeditious, and 
expertly informed control over business prac- 
tices which could not as feasibly or as well 
be applied through legislative or judicial ac- 
tion. They were intended to operate strictly 
within the charters of powers delegated to 
them, within the framework of general policy 
declared in their basic statutes, and with com- 
plete fairness alike to all concerned—both the 
users and the owners of the property devoted 
to the public service. With the passage of 
time, and the extension and recognition of 
the growing importance of their powers in 
the economic life of the country, their pres- 
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tige and staffs have grown apace ; courts have 
continued to review their actions and proce- 
dures in relation to constitutional guaranties, 
statutory mandates, and the sufficiency of the 
evidence before them, but have tended more 
and more to sustain their expert findings, un- 
less clearly arbitrary or capricious. 

In view of their rdle in the governmental 
structure and in the national economy, it 
seems obvious that any changes now proposed 
in their patterns of organization and opera- 
tion must be carefully tailored to preserve 
and strengthen the original objectives of ex- 
peditious action based on well-informed 
judgment and complete integrity and fair- 
ness. Inadequately considered measures 
which might impair the effectiveness of these 
agencies in these respects should be rejected. 

This is not to suggest that the Congress 
is likely to adopt hastily any such measures 
without adequate consideration—the recent 
performance of the House subcommittee is 
reassuring in this respect—nor is it intended 
to imply that there is anything objectionable 
about the concept of Legislative Oversight, 
as such. On the contrary, Legislative Over- 
sight, as provided for in § 136 of the Legisla- 
tive Reorganization Act of 1946, and as fur- 
ther defined by the House subcommittee’s 
Policy Statement of April 18, 1957, can 
perform a service of great value to the Ameri- 
can public, including those subject to regu- 
lation, and to the agencies concerned—not- 
withstanding the fact that this activity no 
doubt adds considerably to their work loads 
in terms of the preparation of reports to, and 
appearances before, committees of the Con- 
gress. 


¥ conducted in a proper atmosphere of dis- 
passionate and tenacious search for the 
facts concerning the performance of the 
agencies in faithful adherence to the congres- 
sional intent, the need for redefining that 
intent in accordance with economic changes 
or increased knowledge, and the desirability 
of amendatory legislation to permit more ef- 
fective implementation or more efficient ad- 
ministration, Legislative Oversight looks to 
be a highly necessary continuing activity of 
the appropriate congressional committees, 
whether or not it is singled out for separate 
designation as a special function. On the 
other hand, if it were to be carried on in an 
aura of political partisanship, harassment, 
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muckraking, and headline seeking, such good 
as it might accomplish through the disclosure 
and correction of occasional improprieties or 
indiscretions would be far overbalanced by 
the harm which would inevitably be done to 
the administrative process through a confu- 
sion of issues, loss of public confidence and 
prestige so far as the regulatory process and 
administrative agencies are concerned, and an 
increase in the already considerable difficulty 
of attracting qualified persons of outstanding 
ability to those posts of substantial responsi- 
bility in the public service.® 

Fortunately, after what has seemed to 
many to bea rather bad beginning, the House 
subcommittee, under the leadership of Oren 
Harris and its present counsel, Mr. Robert 
W. Lishman, now appears determined to pur- 
sue its work in the fine tradition of a great 
committee, which in the past has been headed 
by such public figures as the Speaker, Mr. 
Rayburn, Clarence Lea of California, and 
Charles Wolverton of New Jersey, all of 
whom played rdles of the utmost importance 
in framing much of the legislation under 
which most of the federal regulatory com- 
missions function today. 


| preseyp further preliminaries, let us 
now turn to some of the areas which 
presently seem to be of chief concern. These 
include: (1) the matter of contacts, pres- 
sures, and ethics, as they relate to both the 
members and the staffs of the agencies; (2) 
questions of commission organization and 
procedure, including the selection of the 
chairman, the supervision of case work, and 
the preparation of opinions, as well as cer- 
tain miscellaneous procedural amendments ; 
(3) the related matter of the status and func- 
tion of the examiners and their initial deci- 
sions; and (4), finally, the all-important 
problem of the composition of the agencies, 
including questions of their size and the 
tenure, compensation, and selection of their 
members. 

In the march of events, primary attention 
appears to have been focused upon the out- 
side pressures, of one sort or another, which 
may be brought to bear upon the agencies and 
the question of the propriety of ex parte 
representations which may be made to their 
members or staffs. In a few instances courts 
have vacated grants of television channels 
because of alleged improprieties and have 
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remanded the cases to the Federal Communi- 
cations Commission for further proceedings.* 
Disclosures brought to light by the Subcom- 
mittee on Legislative Oversight in connection 
with such situations have resulted in consid- 
erable sentiment for the enactment of detailed 
legislative codes of ethics, perhaps to be 
backed by criminal sanctions, to govern the 
conduct of agency and staff members, and in 
some instances to the adoption or revision of 
such codes by the agencies themselves.° 


ITHOUT in any way discounting irregu- 

larities which may have occurred in 
some isolated situations, or condoning in any 
degree the making or entertaining of ex 
parte contacts and representations in circum- 
stances involving the preference or selection 
of competing applicants for a valuable certifi- 
cate or franchise—which to anyone who is 
not a knave or a fool would immediately 
seem obviously improper—it should still be 
pointed out that proof, or even suspicion, of 
such improper conduct has, by common con- 
sent, been exceedingly rare among the ad- 
ministrative agencies; and also that such 
scandals have not been entirely absent among 
the courts, which some would have the com- 
missions more closely emulate. Granted the 
fact that breaches of trust may be few, or 
that human frailties are found elsewhere, is 
no argument for perpetuating temptation, it 
is important to consider both the appropriate- 
ness and the probable efficacy of the proposed 
cure and also the likelihood of harmful by- 
product results. 

In the first place, it is necessary to recog- 
nize the dangers of easy generalization. Not 
all of the duties of all of the agencies are simi- 
lar. Administration of the “truth in securi- 
ties” regulations of the Securities and Ex- 
change Commission and the competitive 
practice rules of the Federal Trade Commis- 
sion bear little resemblance to the determina- 
tion of rates by the Federal Power or Inter- 
state Commerce commissions, and may re- 
quire altogether different techniques and 
procedures ; grants of licenses by the Federal 
Communications Commission may seem su- 
perficially to resemble the award of routes by 
the Civil Aeronautics Board, yet the latter 
impinge also on the board’s rate-making, sub- 
sidy, and promotional responsibilities, where- 
as the fees and charges of broadcasters re- 
main unregulated. Is it realistic to assume 
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that the performance of all these varied 
duties should be subject to the same proce- 
dural rules and practices, or be carried on in 
the same degree of insulation from the par- 
ties involved? 


Re moomme®, it must be remembered that the 
agencies themselves and those who prac- 
tice before them, whether or not organized 
in specialized bar associations, retain in large 
measure control over the types of contacts 
and representations that are made. Such ir- 
regularities as have been brought to light 
have generally been violative of the Codes 
of Conduct or Rules of Practice adopted by 
the agencies themselves and subscribed to by 
their practitioners. In these circumstances it 
has been a little surprising to see spokesmen 
for some of the agencies in effect appealing 
to Congress to enact standards which they 
themselves could establish, and to a consid- 
erable extent enforce, if they so chose. Per- 
haps this may be attributed in part to the fact 
that members of the Congress have some- 
times been vociferous, although presumably 
innocent, offenders in the matter of ex parte 
representations, so that the agencies may have 
felt the need of protection from that quar- 
ter! 

This is not to say that it is not entirely 
proper and legitimate for members of Con- 
gress to be interested in the causes and wel- 
fare of their constituents. It is appropriate 
for them to inquire as to the procedural stage 
and progress of a pending matter, to express 
interest in its expedition, to appear as wit- 
nesses, subject to cross-examination, before 
the agencies to explain facts which in their 
opinion bear upon the public interest, or per- 
haps even to serve as counsel in support of 
the claims of one or another of several par- 
ties competing for a grant, although it can 
scarcely be doubted that the fact that Sena- 
tor So-and-So is an influential member of 
the Appropriations Committee, or that Con- 
gressman Such-and-Such is a ranking mem- 
ber of a committee having jurisdiction over 
substantive matters of vital interest to the 
agency, might give their words somewhat 
greater weight than those of plain Joe Doakes 
from Siwash! 


URING recent panel discussions before 
the subcommittee, however, there ap- 
peared to exist in the minds of some mem- 
bers a bit of confusion between their indi- 
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vidual functions as representatives of their 
constituents and those of the Congress as a 
whole in making policies by which the agen- 
cies must abide. It also developed that, in 
the case of certain agencies at least, congres- 
sional appearances for the first time at the 
oral argument stage had in effect resulted 
in an unequal distribution of time between 
opposing sides and in an inadequate oppor- 
tunity for counsel for the principal parties 
to present their cases effectively. Because 
oral argument normally constitutes the only 
live contact of agency members with the 
parties and issues in contested cases, this is 
manifestly unfair. It would appear, however, 
to be a matter largely within the control of 
the agency itself. Nor should it be any more 
difficult for the conscientious agency mem- 
ber to make the equities clear in such a situ- 
ation than it is to diplomatically and inof- 
fensively explain to an interested member of 
Congress that, while one is willing to inform 
him as to procedural matters and the state 
of the docket, discussion of the merits of 
pending cases would be grossly improper, 
and that the Congress itself has expressly 
provided for agency decision only on the 
record before it. 

In any event, the points to be made here 
are that there should be no dual standard: 
The same rules should apply to members of 
the Congress as govern contacts with any- 
one else; and that the agencies are by no 
means powerless to make and enforce proper 
standards of conduct without recourse to leg- 
islative sanctions. 


HIRDLY, it should be kept in mind that 
the area here under consideration is one, 
essentially, of personal character and morals, 
of integrity and maturity of judgment. De- 
spite heavy statutory penalties, little success 
has been had with legislative efforts to en- 
force compliance with the Ten Command- 
ments; National Prohibition, however noble 
an experiment it may have been, was a nota- 
ble failure because of lack of general public 
acceptance, and in its wake came many un- 
desirable social consequences. Complete 
parallels, of course, are not suggested. 
But it is urged that the encouragement of 
proper standards of conduct and respect on 
all sides for the high obligations of public 
office—which the subcommittee is in a par- 
ticularly good position to foster—are more 
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likely to produce good results than are legis- 
lative enactments accompanied by criminal 
penalties, which would hardly deter deter- 
mined individuals actuated by venal motives. 
The real key lies in the attraction of dedi- 
cated public servants in the image of the 
late Joseph B. Eastman, in our opinion the 
greatest career regulator of our times— 
whose dedication to duty should be an in- 
spiration to, and whose biography could well 
be required reading for, all agency person- 
nel. 


UR approach thus far may seem rather 
O negative. There is, however, a positive 
side which should not be overlooked. The 
regulatory agencies were not conceived to 
play simply the passive role of courts, await- 
ing causes to be brought to them and acting 
only on the narrow issues laid before them, 
nor should they now be so confined.” Not 
only in the promotional activities with which 
some of them are charged, but also in the 
performance of their ordinary regulatory 
functions, they are expected to keep thor- 
oughly informed as to conditions in the in- 
dustries with which they are concerned and 
to initiate actions deemed to be in the public 
interest—again interpreting “public” in the 
broad sense, to embrace the investor as well 
as the user of the service, and recognizing 
that ordinarily the interest of the user in 
the adequacy of the service is at least as great 
as it is in a slight difference in the charge 
therefor. 

To play an active rdle in the aggressive 
promotion of the public interest, the agency 
must have a full understanding of the opera- 
tions and problems of the subject business, 
with which the new member is quite likely to 
have little or no familiarity. If diligent, he 
can glean much needed background informa- 
tion from past decisions, the records made in 
particular cases, and the periodic and other 
reports which are filed with his agency, as 
well as from published analyses and comment 
of general circulation. And, of course, he will 
find in the agency staff a vast reservoir of 
knowledge and experience—here reposes 
much of the “expertise” so often referred to 
by the courts on review—which will be of 
great value. To increase his understanding, 
not only his own small personal staff, but all 
the resources of the agency should be avail- 
able to the member.® 


N our opinion, the member should not, 
however, be strictly confined to cold docu- 
ments or to the staff for information and 
advice; he should be neither precluded nor 
discouraged from obtaining helpful informa- 
tion from outside sources—including indus- 
try sources—in every proper way, excluding, 
of course, discussions of the merits of con- 
troverted issues in adjudicatory proceed- 
ings. 

Likewise, staff members should not be de- 
nied access to sources of information which 
will aid in their understanding of the ex- 
tremely complicated and often technical mat- 
ters with which they must deal. Unquestion- 
ably, the agency staffs are manned, for the 
most part, by competent, honorable, and in- 
dustrious people, whoare sincerely devoted to 
the performance of their public duty, as they 
see it, within the bounds of the policies and 
precedents established by those having ulti- 
mate responsibility at the decisional level.® 
But there is seldom a monopoly of all knowl- 
edge or wisdom in any one place; staff and 
agency members alike can add to their store 
of useful information, and thus to their abil- 
ity to form intelligent judgments, through 
appropriate informal contacts with industry 
representatives and other interested parties. 

Agency heads have given to the subcom- 
mittee illustrations of the types of matters 
which can properly and usefully be discussed 
with their members, staffs, or both, including 
such things as proposed tariff changes, plans 
for expansion of facilities or services, fi- 
nancing plans, emergency situations, account- 
ing and reporting problems, and matters re- 
lating to depreciation. 1 It has been pointed 
out that such matters can frequently thus be 
resolved without detriment to any interested 
party and without any formal proceedings. 
It might also have been pointed out that in 
such circumstances members of the staffs, 
having full access to agency members, are 
sometimes in the posture of advocates or 
adversaries, and that there is therefore much 
to be said for the fairness of affording others 
an equal opportunity to respond through more 
than the mere filing of written comment. In 
any event, the point has been emphasized 
that “if the deciding officials—hearing ex- 
aminers and commissioners—are completely 
isolated from all contacts, the administrative 
processes might well be abandoned, for they 
would be unworkable.” 4 
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HERE is, of course, recognition of the 
bo preeend and desirability of some ex 
parte contact on the part of those interested 
in legislation in this area. This is reflected 
in the fact that not all such contact is pre- 
cluded by the provisions of the pending bills, 
the ban in HR 4800, for example, being 
limited in terms of “adjudicatory” proceed- 
ings and to “rule making,” as that term is 
used in the Administrative Procedure Act, 
only if a notice has been issued and comments 
invited. 

Even so, however, as many of those ap- 
pearing before the subcommittee have ex- 
plained, these terms are not always precisely 
clear in their connotations. Coupled with 
the suggested criminal sanction’”—and with 
other provisions forbidding efforts to influ- 
ence action by agency or staff members in 
“any proceeding or matter,’ **® requiring 
memoranda of conferences, telephone con- 
versations, etc.!4— it is believed that the over- 
all impact of such well-intended legislation 
would be to greatly discourage, if not to cut 
off, even the types of proper contact which 
are necessary to the effective operation of 
the administrative process. Rather than burn- 
ing down the barn to catch the mouse, would 
it not be wiser to leave the matter of conduct 
to the agencies themselves, subject to such 
continuing surveillance as the Subcommittee 
on Legislative Oversight may see fit to pro- 
vide, utilizing the Advisory Council which 
Chairman Harris has recently created? 


THER facets of the problems of adminis- 
trative agency operation can be touched 
upon only briefly. One with which the sub- 
committee has concerned itself is that of the 
designation of the chairman. Under the re- 
organization plans now governing most of 
the agencies, the chairman is “strong,” as 
the term goes and as the Hoover Commis- 
sion recommended, in that he is definitely 
made responsible for all administrative 
housekeeping functions. Clarification in this 
respect was probably desirable. Linked, how- 
ever, with his designation by the President, 
there is suggested a domination by the ex- 
ecutive which is not in the tradition of the 
legislative function of the independent agen- 
cies.18 Without implying that this avenue has 
been used to influence agency policies or ac- 
tions, we agree with the indicated conclu- 
sion of the subcommittee that the chairman 
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should be selected by his colleagues, for a 
fixed term and not simply on the basis of 
rotation.” It is believed that this would tend 
to increase the sense of responsibility of all 
the members for the effective functioning of 
the agency and would also protect against un- 
due domination of either policy or personnel 
by any one individual. 

Similarly, although an agency chairman 
should of course be free, like any other mem- 
ber, to select and control his own personal 
staff, where there is an executive officer 
whose function is to direct the day-to-day 
operations of the agency as a whole, he should 
be selected by, and accountable to, the entire 
membership, not just the chairman. In this 
connection, it is of the utmost importance 
that each member of the agency be encour- 
aged to participate as actively and fully as 
possible in the work of policy and decision 
making ; and, conversely, that all matters of 
substantial importance be given real attention 
at agency level.'8 


ITH the volume of work confronting 

most of the agencies, it would, of 
course, be unrealistic to expect each member 
to be able personally to explore all the de- 
tails of the record in every pending matter. 
It should not be impossible, however, for at 
least one member to assume responsibility for 
the procedural guidance of every major case, 
to be thoroughly familiar with the issues and 
facts of record, to lead the agency discussion 
at the point of final decision, and to super- 
vise the preparation of—if not actually to 
write—the opinion. 

An arrangement of this general character 
was utilized by the Federal Power Commis- 
sion when it assigned cases to “supervising 
commissioners,” whose identity was known 
to the staff and to all parties. That system 
was not perfect: It was extended even to 
routine matters, where it served no useful 
purpose; at times it may have involved a 
degree of staff guidance which went beyond 
administrative direction and amounted to a 
predetermination of the outcome. Those, 
however, were defects which could readily be 
cured by the commission. But, surprisingly 
enough, following the issuance of the Reor- 
ganization Plan No. 9, the then general coun- 
sel of the commission ruled that under it 
the chairman could delegate his responsibil- 
ities to “any officer, employee, or administra- 
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tive unit,” but not to a fellow commissioner, 
and therefore that “the present supervising 
commissioner system is not in harmony with 
the act.” #8 Although this interpretation was 
never acceptable to a majority of the com- 
missioners, it did receive some support else- 
where and, so far as now appears, the system 
has not been restored. If there is any ques- 
tion about the propriety of agency members 
being utilized to supervise case work, it 
should be resolved—by legislative action, if 
need be.?° 


Le subcommittee seems to be close to 
this area in its tentative conclusion that 
agency members should be designated, with- 
out undue specialization, to prepare, or di- 
rect the preparation of, and to sign, opinions 
in all cases which would summarize the rea- 
sons for the decision. This would be a very 
salutary step, assuming, as we must, that per 
curiam orders would still be permissible in 
routine matters. Not only would this be an- 
other good way of stimulating greater par- 
ticipation at agency level, but it should also 
result in opinions which would be more il- 
luminating as to the real reasons leading to 
the conclusions reached, and thus afford bet- 
ter guidance for all concerned with the out- 
come. 

Many of the agencies now have specialized 
epinion-writing sections, reporting directly 
to the commission, responsible to the chief 
examiner, or, as in the case of the Civil 
Aeronautics Board, assigned to the general 
counsel’s office. Particularly under the latter 
type of arrangement, the opinions produced 
too often partake more of the nature of 
briefs, which are designed to be useful in 
sustaining the action taken in the event of 
appeal, than as lucid expositions of the rea- 
soning whereby the decision was reached. As 
one commentator has expressed it: “Thus, 
instead of the decision of a case being based 
upon the findings of fact and determinations 
of policy disclosed in the agency opinion, the 
findings and determinations are based upon 
the decision.” @ 


ce meticulous combing of the record 
and laboring of minutiae which often 
creep into this process not only tend to ob- 
scure the significant bases and controlling 
reasons for the action taken, but they doubt- 
less also contribute to the undue delays which 


often occur in the disposition of cases after 
they stand submitted for final decision. In 
the case of the Civil Aeronautics Board a 
technique has been employed of late of an- 
nouncing the action decided upon by press 
release issued when the agency has voted on 
the matter, with its opinion to be issued later. 

This practice was inaugurated following 
purported speculation based on a leak as to 
the board’s impending action in the New 
York-Florida case in 1956.23 Whatever im- 
proper action there may have been in this 
instance, here indeed is a situation where 
the cure has turned out to be worse than the 
disease. With the bare outlines of the out- 
come announced, the parties are left in the 
dark as to the underlying reasoning, the pos- 
sible significance of the details of conditions 
which may be attached, or the time when 
any grants awarded or requirements im- 
posed may become effective. In the case of 
the establishment of new routes, for exam- 
ple, they must stand ready to inaugurate 
service to meet the public need, but cannot 
plan definitely as to when that will be.24 Prac- 
tices declared to be discriminatory may be 
long continued, to the prejudice of competi- 
tors, awaiting the issuance of a definitive 
order.*5 Meanwhile the parties are left with- 
out recourse, either to the courts for review 
or to the board for reconsideration.2® Yet 
the board, having announced its decision, is 
perhaps under less pressure to complete its 
action in the case. 


ib goes equally compelling objections to the 
practice of “decision by press release” 
have been voiced by a dissenting member 
of the Civil Aeronautics Board.*” He points 
out that, although the announcement refers 
to a “tentative” decision, that of itself sets 
in motion forces which cannot be reversed, 
and that this makes largely futile the per- 
suasive functions which the exchange of ma- 
jority, concurring, and dissenting opinions 
should perform. It is to be hoped that this 
practice will not spread further among the 
agencies,”® and that the board will abandon 
it; if not, the subcommittee should examine 
into, and, we believe, condemn it, except for 
situations where unusual circumstances may 
justify its occasional use.*® 

Consideration is being given also to the 
status and functions of the hearing exam- 
iners of the regulatory agencies, and particu- 
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larly to the weight which should be, and is 
being, accorded to their initial decisions. This 
is another era in which generalization is dan- 
gerous. 

Clearly, the philosophy of the Adminis- 
trative Procedure Act is correct—those who 
hear the cases should decide them in the first 
instance. But nothing is more obvious than 
the fact that examiners vary in ability, just 
as cases vary in difficulty. Necessarily, there- 
fore, the weight to be given the examiner’s 
initial decision will depend on its quality and 
the particular circumstances; if they were 
to be in all respects conclusive, there would 
be no occasion for commission review. It 
would seem, however, that much greater em- 
phasis should be placed upon the responsi- 
bility of the examiner to move his cases 
along, and to so control the making of the 
record as to reduce the volume of inconse- 
quential detail which can have little or no 
impact upon the decisional process. With 
agency understanding and support, this can 
be done by a skillful examiner with no de- 
privation of procedural due process, but with 
great gain to the efficiency of the administra- 
tive operation. 


po Rove is difference of opinion as to what 
the examiner’s rdle should be once his 
initial decision has been issued. Some hold 
the view that this should end his participation 
in the determination of the case®®; others be- 
lieve that since “the examiner is the only in- 
dividual who has lived with the case from 
prehearing conference to initial decision,” he 
should at least be available to the agency for 
consultation in arriving at its decision.** Be- 
cause of his intimate familiarity with the de- 
tails of the record, we conclude that the 
agency should not be deprived, at the stage 
of final decision, of the knowledge and judg- 
ment of the man who has observed the wit- 
nesses and given careful study to the details 
of the record and who, at the very least, 
should be available to assist the members in 
tracking down the significant exhibits and 
testimony buried in the morass of materials 
before them. 

Time will not permit extensive examina- 


tion into a number of other matters which | 


deserve consideration. Legislation has been 
proposed to substitute “opportunity for hear- 
ing’ for the requirement of mandatory 
hearings in certain types of cases before 
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some of the agencies.** A good case can be 
made for such action in many instances, 
where the work load of the agency could be 
reduced without unfairness to anyone or 
harm to the public interest. In other situa- 
tions, such as the Federal Power Commis- 
sion’s well-meaning but undue utilization of 
its authority to issue without hearing tempo- 
rary certificates under § 7(c) of the Natural 
Gas Act, procedural changes in the other di- 
rection are indicated.** It was never intended 
that this emergency process should be used 
to authorize multimillion-dollar pipeline proj- 
ects, nor is it realistic to issue such certifi- 
cates on a “without prejudice” basis when it 
seems quite certain that, once built and op- 
erated with the commission’s blessing, they 
are not likely ever to be ordered torn up. 

As to the right of the agencies to prosecute 
their own appeals, rather than having to pro- 
ceed through the Solicitor General, again 
opinions differ.2* We have seen bad law 
made in good cases, seemingly because those 
fully familiar with the facts and the back- 
ground of agency policies and problems were 
not permitted to argue them on appeal. On 
the other hand, experienced members of the 
bar argue that without the present screening 
many useless, and perhaps repetitious and 
harassing, appeals might be taken. Since 
there seems to be considerable merit on both 
sides of this question, judgment is reserved. 


E come, finally, to the all-important 

question of the composition of the 
agencies. There are those who urge that 
some of them should be enlarged, either to 
spread the work, expedite it in the cases of 
agencies like the Civil Aeronautics Board 
where participation in international confer- 
ences may make it difficult to maintain a 
quorum, or for other reasons. In our opinion 
a membership of not less than five nor more 
than seven represents the optimum. Sugges- 
tions have also been advanced to lengthen 
the terms and increase the salaries of agency 
members, to liberalize their retirement pro- 
visions, and to make them ineligible for re- 
appointment. We are in full accord with the 
view that agency members are not now ade- 
quately compensated, in terms of either the 
magnitude of their tasks and responsibilities 
or the burdens of irresponsible abuse to which 
they are sometimes subjected. 


The turnover in some agencies has been 
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tremendous. In its twenty-one years of exist- 
ence, for example, the five-man Civil Aero- 
nautics Board has had a total of twenty- 
three members, with an average tenure of 
just four and one-half years, and it has had 
twelve chairmen.®5 Such high turnover can- 
not but limit the effectiveness of the agency. 
On the other hand, however, unduly long 
terms would eliminate the opportunity for a 
periodic review of performance, which 
seems to us entirely fitting and proper. Nor 
would ineligibility for reappointment in- 
crease the attractiveness of public service in 
the case of younger people, unless they were 
using it simply as a steppingstone, while such 
a provision could deprive the government of 
the services of valuable elder statesmen. 


N short, there is no magic formula which 
I will serve the purpose of attracting and 
holding the type of public servant required 
by the responsibilities of these posts. Yet, as 
all who think about the problem seriously 
must agree, it is the quality and character of 
those chosen to man it, rather than the legal 
framework with which they are surrounded, 
that determine the effectiveness and useful- 
ness of the administrative agency. As Com- 
missioner Eastman once observed: “Good 
men can produce better results with a poor 
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law than poor men can produce with a good 
law.” 86 


F we may close with a respectful sugges- 
tion for further exploration by the Sub- 
committee on Legislative Oversight, it is 
that there be undertaken a thorough study of 
what it takes to make a good commissioner, 
for this is plainly the heart of the problem 
of satisfactory administrative performance. 
Task forces have swarmed over the agencies 
repeatedly, making studies of various aspects 
of their organization and procedure, but the 
literature of the subject is strangely barren 
of analyses of the features of background, 
training, professional or technical qualifica- 
tions, and character and temperament needed 
for this work.8? It would seem appropriate 
that such a survey of job requirements be 
undertaken, to be followed by a study of the 
motivations and incentives which would at- 
tract and hold those meeting the standards. 
In view of the hit-or-miss methods which 
sometimes have been followed in the selec- 
tion of commission personnel, the American 
people are very fortunate in having the serv- 
ices of such able and conscientious men as 
those who have held, and now hold, these 
positions of such vital importance to the gen- 
eral welfare. 
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recommendations contained in the subcommittee’s 
Report on the Independent Regulatory Commissions, 
House Report No. 2711, 82nd Congress, 2nd session, 
January 3, 1959; HR 6774 (by Congressman Har- 
ris, April 29, 1959) and S 2374 (by Senator Carroll, 
July 13, 1959), both following the recommendations 
of the American Bar Association to establish stand- 
ards of conduct for agency hearing proceedings of 
record; and S 600 (by Senators Hennings and 
Wiley, January 20, 1959) to establish an Office of 
Federal Administrative Practice, also as endorsed 
by the American Bar Association. 

In addition, a number of other measures have 
been introduced dealing with —s — re- 
lating to individual agencies; e.g., HR 7103 and 
HR 7110 (by Congressmen Springer a Williams, 
respectively, May 12, 1959) relating to appeals 
from orders of the Civil Aeronautics Board and its 
right to direct representation therein; HR 7105 and 
HR 7111 (by Congressmen Springer and Williams, 
respectively, May 12, 1959) to eliminate the require- 
ment of hearings by the Civil Aeronautics Board 
in certain cases and under certain circumstances. 

See “Improving the Regulatory Process,” by 
the Honorable Oren Harris, Pusiic UTILities 
ForTNIGHTLY, Vol. 64, No. 1, July 2, 1959, pp. 19-26. 


557 


3 A strong plea for greater interest in public serv- 
ice on the part of responsible businessmen is made 
by the Honorable Lane Dwinell, former governor 
of New Hampshire, in “Your Business and Mine,” 
his Commencement Address at the Amos Tuck 
School of Business Administration, Dartmouth Col- 
lege, Hanover, New Hampshire, June 7, 1959. 

4 Sangamon Valley Television Corp. v. United 
States (CA DC 1958) 103 US App DC 113, 225 
F2d 191; Massachusetts Bay Telecasters v. Federal 
Communications Commission (CA DC 1959) 27 
PUR3d 532, 261 F2d 55. 

5 E.g., Federal Power Commission Docket No. 
R-175, proposing to define more clearly the areas 
in which ex parte contacts are and are not proper, 


— 

6 “Joseph B. Eastman—Servant of the People,” 
by Claude — aa Columbia University Press, 
New York, 

7“The ae have worked themselves into an 
odd position in recent years, Under a steady barrage 
of criticism they have tried to judicialize larger and 
— areas of their work, The paradoxic: al result 

has been not a greater amount of real judicial 
process but a lesser amount—more judicial trappings 
perhaps but less of substance.” “The New Critique 
of the Regulatory Agency,” by the Honorable Louis 
J. Hector, before the Administrative Law Section 


SEPTEMBER 24, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


of the American Bar Association, August 25, 1959, 
p. 10. 

8 It seems unnecessary here to go into the refine- 
ments of the “separation of functions” prescribed 
by the Administrative Procedure Act. No matter 
how conscientious the agency and its staff may be 
in observing these requirements to the letter, the 
fact remains that there is often a quite natural 
tendency for a “staff position” to develop—perhaps 
at bureau or division chief level—in respect of 
policies, issues, and facts in particular cases. In 
such a situation it may make little real difference 
whether a staff member called into consultation has 
or has not actually been assigned to the proceeding. 

9It is also true that there may occasionally be 
mavericks, who persist in pressing their own ideolo- 
gies and concepts of the public interest despite their 
rejection by the agency. Unless undue authority is 
delegated to such personnel, without adequate su- 
pervision and opportunity for review, such a situ- 
ation can create a nuisance, but does not represent 
an insoluble problem for the competent administra- 
tor. 
10For example, statement by the Honorable 
Jerome K. Kuykendall, chairman, Federal Power 
Commission, June 17, 1959. 

11 Jbid, p. 2. Again, of course, excluding private 
discussion of the merits of a controverted issue with 
any person who is to decide it. In their appearances 
before the subcommittee, the chairman and the gen- 
eral counsel of the Securities and Exchange Com- 
mission likewise emphasized the desirability, if not 
the necessity, of informal outside contacts in con- 
nection with certain functions of that agency. 

12HR 4800, § 227. 

18 HR 4800, § 223(a). 

14 HR 4800, §§ 224 and 225. 

15105 Congressional Record 119 (July 16, 1959), 
pp. 12414-12418. Indeed, if it should be concluded 
that any further ethical guidance is really needed 
by the agencies, it should be possible for this Ad- 
visory Council to formulate standards of conduct 
which, with the blessing of the subcommittee, could 
scarcely be taken lightly by any agency personnel. 
[t is believed that this would probably be as effective 
as legislation imposing procedural strait jackets and 
criminal penalties, and that it would avoid the in- 
herent disadvantages of such action, which have 
been discussed in the text. 

16 Jt is a widely overlooked fact that, although 
Recommendation No. 1 of the Hoover Commission 
was that “all administrative responsibility be vested 
in the chairman” of the various agencies (Commis- 
sion on Organization of the Executive Branch of 
the Government, Regulatory Commissions, Report 
to the Congress, March, 1949, pp. 5, 6), the Hoover 
Commission itself did not propose changes in the 
manner of his selection. Presidential designation 
of the chairman was, however, recommended in 
the Task Force Report on Regulatory Commissions, 
published separately as Appendix N, January, 1949, 
p. 31, and had long been advocated by members of 
the White House staff. 

17HR 4800, § 210. 

18 “Under Reorganization Plan No. 13 of 1950,8 
the members of the board have no control over the 
conduct of business by the staff. Surely we cannot 
as a board live with the doctrine that the staff can 
make legal what is illegal merely by dragging their 


SEPTEMBER 24, 1959 


feet,” dissenting opinion of the Honorable Louis J. 
Hector, CAB Docket Nos. 8943 and 10337, Trans- 
ocean-Atlas case, August 24, 1959, p. 2. (3 64 Stat 
1266; 5 USC § 133Z-15.) 

19 Memorandum of General Counsel Bradford A. 
Ross to the chairman of the Federal Power Com- 
mission, July 13, 1950, p. 3. 

20 It is reported that the chairman of the Federal 
Power Commission took a position, before the sub- 
committee, adverse to the restoration of case super- 
vision by members of the commission on the ground 
that this would add unduly to the burdens of the 
staff. If based on the assumption that all cases, even 
those of a routine character, would be so assigned, 
it is submitted that such an extreme appplication 
would not be called for. If related to the possibility 
that individual commissioners might lay varying em- 
phasis on different aspects, or even procedures, in 
given types of cases, this should not prove impos- 
sible to keep within reasonable bounds; nor, for 
that matter, would such limited variation neces- 
sarily be undesirable. 

21HR 4800, § 211. 

22“The Davis Treatise: Meaning to the Practi- 
tioner,” by Howard C. Westwood, 43 oo 
Law Review 4 (1959), pp. 607-619, at p. 613; 
also “The New Critique of the Regulatory hain” 
by the Honorable Louis J. Hector, op. cit., pp. 2-6. 

23 CAB Docket No. 3051 et al. Order No. E-10645 
(September 28, 1956). 

24 Thus, in CAB Docket No. 3292 et al., Eastern 
Route Consolidation case, the board began’ hearings 
on June 5, 1956, and announced its decision inter 
alia’ to award American Airlines nonstop authority 
between New York and St. Louis on January 15, 
1957, but it was not until April 1, 1957, that its Order 
No. E- 11184 was issued, Again, in CAB Docket No. 
9214, New York-San Francisco Nonstop Service 
case, hearings began July 30, 1958, and on May 15, 
1959, the board announced its 3-2 decision to award 
this authority to American. To date, however, the 
implementing opinions and order have not issued. 

25 In CAB Docket No, 9063 et al., Trans World 
Airlines Siesta Sleeper Seat Service, "hearings were 
opened December 16, 1957, on American’s complaint 
that the furnishing ‘of transcontinental siesta seat 
service without extra charge was discriminatory. 
On June 13, 1958, the board announced its decision 
that an extra charge should be imposed, but its 
Opinion and Order No. E-13180 requiring this was 
not issued until November 20, 1958. Meanwhile, not 
only did the practice continue but certain changes 
in the aircraft configuration have been made, the 
charge was never imposed, and the case was re- 
manded to the examiner for further testimony, 
which began June 9, 1959. This matter is still un- 
decided. 

26 The board has on several occasions dismissed 
motions seeking reconsideration or a reopened hear- 
ing in such circumstances as premature; e.g., Dock- 
et No. 6436 et al. Northeastern States Area Investi- 
gation, Order No. E-14294, July 31, 1959, dismissing 
motion of Allegheny Airlines, Inc. 

27 Dissenting opinion of the Honorable Louis J. 
Hector in CAB Docket No. 2396 et al. Great Lakes- 
Southeast Service case, Second Supplemental Opin- 
ion and Order on Reconsideration, Order No. 
E-13835, May 7, 1959, pp. 4-6; and his other dis- 





APPENDIX 


sents to this procedure cited therein at_footnote 2. 

28 On several occasions the Federal Communica- 
tions Commission has announced decisions by press 
releases, to be followed later by its formal opinions 
and orders; e.g., Docket Nos. 11954 and 11955, 
Applications of American Telephone and Telegraph 
Company and RCA for Licenses to Hawaii (press 
release, May 6, 1959; opinion, July 29, 1959); 
Docket No. 12323, Application of Connecticut Water 
Company and Wooldridge Brothers (press release, 
June 11, 1958; opinion, December 3, 1958). The 
latter is of particular interest because it decided, 
without benefit of an initial decision, two questions 
of first impression: (1) holding the Southern New 
England Telephone Company to be a subsidiary of 
the American Telephone and Telegraph Company, 
and (2) allowing a protest which had the effect of 
interpreting the right of the Bell system to operate 
mobile telephone units, 

29 The two instances in which the Federal Power 
Commission has resorted to the “press release tech- 
nique” may serve to illustrate this point. On one 
occasion it was discovered that the conclusion 
reached in executive session on an important matter 
(Docket No. G-1148, Re Phillips Petroleum Co.) 
had been leaked to a newspaper columnist, in what 
subsequently was disclosed to be an effort to bring 
pressure to bear to induce an opposite result. The 
commission thereupon immediately announced its 
decision by Press Release No. 5540, July 18, 1951, 
followed by the issuance of its Opinion No. 217 on 
August 22, 1951 (90 PUR NS 325). 

In the other case, the commission, with legisla- 
tion relating to the subject matter pending in the 
Senate, announced its intention of issuing a license 
to the Power Authority of the State of New York 
for Project No. 2000, and of denying the competi- 


tive application for Project No. 2121 by the Public 
Power & Water Corporation, by Press Release No. 
6769, July 10, 1953. Opinion Nos. 255 and 256, af- 
firming and explaining this action, were issued on 
July 13, 1953. 

80 Federal Power Commission Examiner Joseph 
A. Zwerdling, president of the Federal Trial Ex- 
aminers’ Conference, seems to take this position. 

81Comments of Francis W. Brown, chief ex- 
aminer of the Civil Aeronautics Board, before the 
subcommittee, June 15, 1959, p. 4. 

32 F.g., HR 7105 and HR 7111 to authorize elimi- 
nation of a hearing under certain circumstances 
under § 408(b) of the Federal Aviation Act of 1958, 
relating to consolidations, mergers, purchases, leases, 
operating contracts, or acquisitions of control, when 
“the board determines that a hearing is not required 
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The Right of Public Utilities to Advertise 
By ROBERT M. FEEMSTER* 


Epitor’s Note. Mr. Feemster spoke ex- 
temporaneously and a copy of the full text 
of his remarks was not available for publi- 
cation. 

The following, however, was an au- 
thorized press release which contains the gist 
of Mr. Feemster’s address in news digest 
form. 

Miami, Florida, August 25— 

PROMINENT leader in American adver- 

tising today challenged members of 

the American Bar Association, in conven- 

tion here, to get behind “a new Boston Tea 
Party—1960 Style.” 

He invited the lawyers to help throw over- 
board “the accumulated practices in our 
government’s dealings with us that abase, 


*Chairman, executive committee, The Wall Street 
Journal. 
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one by one, our constitutionally guaranteed 
freedoms.” 

Robert M. Feemster, chairman of the ex- 
ecutive committee of Dow-Jones & Co., Inc., 
and immediate past chairman of the board 
of the Advertising Federation of America, 
told his audience that his assigned topic on 
their speaking program was itself a warning 
bell. 

Addressing the lawyers on “The Right of 
Public Utilities to Advertise,’ Mr. Feemster 
said: 

“We have come to a fine pass when it 
becomes necessary to include this subject on 
your speaking agenda. I am sure it would 
shock most Americans to learn that the right 
of the utility industry—or any other indus- 
try—to inform the public, is being ques- 
tioned and attacked. 

“Actually, of course, the danger is even 


SEPTEMBER 24, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


graver than that. When you hinder any citi- 
zen’s right to speak in print, you automati- 
cally hinder the rights of many citizens to 
listen. Thus, any federal encroachment on 
the process of advertising automatically also 
is an encroachment on the public’s right to 
be informed.” 

Mr. Feemster’s reference was to recent 
action by the Internal Revenue Bureau, 
which has ruled that much of the institu- 
tional advertising by electric power compa- 
nies is not a tax-deductible business expense. 
The bureau’s rulings currently are being 
appealed. 


CC] er us face up to the fact that, under 

today’s costs, neither freedom of 
the press nor freedom of speech (with any 
assurance of being heard) are economically 
even possible in America without the defi- 
nite freedom to advertise any legitimate ac- 
tivity,” he said. 

“Today, an editor writing something to 
be published so that it may be delivered to 
even one-tenth of one per cent of our popu- 
lation has to have several million dollars be- 
hind him, invested in plant and equipment. 
And he has to meet operating costs of sev- 
eral million dollars more. To him, freedom 
of the press is possible only because hundreds 
of companies and individuals want to adver- 
tise to his readers, and the factor of safety- 
in-numbers guarantees the editor’s independ- 
ence from any one or any few of these 
advertisers.” 

“Also,” said Mr. Feemster, “freedom to 
advertise is the guarantor of freedom of the 
press and freedom of speech with assurance 
of being able to be heard. Any individual 
engaged in a legitimate business or activity 
may inform the public about it, through that 
same editor’s multimillion-dollar medium, 
for as little as two or three dollars!” 

“After all, what is advertising?” Mr. 
Feemster asked. “Advertising is just a short 
and snappy name for the method by which 


you can convey to me a piece of information 
you have a perfect right to tell and which 
I have a right to receive. Anything that in- 
terferes with this is not just an obstruction 
of advertising but an obstruction of your 
right to say—and my right to listen.” 


Ww the country needs, Mr. Feemster 
declared, is state-by-state and federal 
passage of “Right to Advertise” laws, spe- 
cifically prohibiting curbs to the right of any 
legitimate company to inform the public— 
and the public’s right to be informed. 

With the adoption of a new act to become 
effective November 22nd, Ohio this month 
became the first state to enact specific “Right 
to Advertise” legislation, Mr. Feemster 
pointed out. “This removes a great and con- 
stant harassment to legitimate Ohio busi- 
nesses,” he said. 

“This is a good beginning. Now, let’s pass 
a law in 49 other states and in Washington, 
D. C., as well.” 

Lawyers, he said, are in key positions to 
help foster and enact such legislation. 

“From the beginning, our Congress and 
legislatures have been composed largely of 
lawyers. Use your influence constructively. 
Individually and collectively you can leave 
no finer monument to your life’s work than 
a guaranty that all of us shall have the right 
to express ourselves, and that all of us shall 
have the right to receive information.” 

He warned the lawyers to recognize 
threats to these freedoms “no matter how 
the threats are disguised.” Mr. Feemster 
listed the following devices' by which city, 
state, or federal governments can now “put 
gags in our mouths and cotton in our ears,” 
including : 

Any Internal Revenue Bureau rulings 
against advertising as legitimate, tax-de- 
ductible business expenses. 

Denial of the right to deduct dealers’ ad- 
vertising allowances prior to reckoning the 
base for manufacturers’ excise taxes. 





Recent Developments in the Use of Atomic Energy for 
Production of Electric Power 


By THE HonoraBteE JOHN F. FLOBERG* 


it is a pleasure for me to have the oppor- 
tunity to speak today to my fellow mem- 


* Member, U. S. Atomic Energy Commission. 
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bers of the American Bar Association and 
their guests. I am going to summarize this 
afternoon the Atomic Energy Commission’s 








civilian power program and some of the 
procedural developments which have evolved 
in connection with that program. I shall 
also incorporate briefly some of the chal- 
lenging technical areas potentially capable 
of application by the power industry but 
still in the basic research and development 
stage. 


Our Present Civilian Power Program 


I* 1954, just five years ago, the Congress 
of the United States declared “Atomic 
energy is capable of application for peace- 
ful as well as military purposes.” Hence, it 
established as United States policy that our 
efforts should be directed toward the devel- 
opment of atomic energy for the general 
welfare and to raise the American standard 
of living. 

The President and the Congress decreed 
that this great new source of energy should 
be dedicated to man’s betterment—not to 
his annihilation. This responsibility was 
placed with the Joint Committee for Atomic 
Energy from a legislative standpoint and 
with the Atomic Energy Commission from 
the executive and administrative stand- 
points. Together the two co-operate in pro- 
tecting and promoting our nation’s atomic 
program. 

There has been considerable discussion 
recently in regard to the importance of 
atomic energy as a source of power. This 
has been especially true in European coun- 
tries where suddenly large surplus stocks of 
coal and recent decreases in the prices of 
fossil fuels have raised a question regarding 
the importance at this time of developing 
nuclear power. 


I AM not going to take time today to dis- 
cuss this aspect of our program but will 
assume that no one will question the long- 
range desire for nuclear power. I also will 
avoid discussing today who leads the world 
in this technology. I do want to clarify that 
our goals are somewhat different from other 
countries in that we are not attempting to 
produce an abundance of kilowatts of elec- 
tricity from the atom because kilowatts at 
high cost are not important to us. We have 
the lowest-cost power of any principal na- 
tion in the world. We have, moreover, 
abundant supplies of conventional fuel. 
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What is important to us is to advance our 
“know-how” so that we will be first with 
the cheapest and most dependable atomic 
power. Other countries, less fortunate than 
we, have allowed themselves the luxury of 
high-cost atomic power produced in first 
generation plants. By doing so they may 
better their power cost, save imports of 
fuel, stop drains on their currency ; and, by 
coupling the production of plutonium and 
power into a single plant, produce weapon 
materials to meet their needs. 

Basically, we must create atomic power 
according to our needs and from plants 
which will produce this power competitively. 
This accomplished, nuclear power will take 
its place naturally in meeting our needs. 


HERE is now broad agreement on the 

basic objectives of the nation’s atomic 
power program. The following statement of 
objectives represents national policy : 


1. To reduce the cost of nuclear power 
to competitive levels in high energy cost 
areas of this country within ten years. 

2. To assist friendly nations now hav- 
ing high energy cost to achieve competi- 
tive levels in about five years. 

3. To support a continuing long-range 
program to further reduce the cost of 
nuclear power. 

4. To maintain the United States’ posi- 
tion of leadership in the technology of 
nuclear power for civilian use. 

5. To develop breeder-type reactors to 
make full use of the nuclear energy latent 
in both uranium and thorium. 


Before discussing the future, let us take 
a look at our present situation. Despite 
disappointments, much has been accom- 
plished. We are experiencing better plant 
performance than anticipated. Seven experi- 
mental power reactor plants are now in 
operation and have performed well. By and 
large, they perform better than the scientists 
and engineers expected. The experimental 
boiling water reactor at Argonne, a simple 
plant designed to produce 20 megawatts of 
heat, has vastly exceeded its design capacity. 
The reactor already has demonstrated a 
capability to operate at 60 megawatts. Now 
the Argonne National Laboratory is in- 
stalling a new core of much higher power 
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density. The project directors there hope 
to produce 100 megawatts, or five times 
the designed capacity of the original plant 
which itself is unaltered. Whatever is 
learned here can be incorporated in the de- 
sign of all boiling water reactor plants of 
the future. The downward effect on the 
cost of power should be impressive. 

Shippingport, a pressurized water plant 
and the largest of its kind, has been op- 
erating now for eighteen months. Out of 
it is coming vast amounts of dependable 
information not otherwise obtainable. 

Shippingport also is demonstrating un- 
expected growth. The first core was de- 
signed for 60,000 kilowatts of electricity 
but electric-generating capacity for 100,000 
kilowatts was installed by Duquesne to 
utilize all of the power which a future re- 
actor core might produce. Recently we have 
learned that with a new core it may be 
possible to get as much as 150,000 kilo- 
watts of electricity out of the same reactor 
vessel. 

These are the hopeful results of the early 
operation of the plants which are in use, but 
there are other indications to give encour- 
agement. We have operated 11 naval pro- 
pulsion reactors, some in land prototypes, 
others in submarines. Every one has per- 
formed with remarkable dependability. Ad- 
ditionally, successive cores indicate dramatic 
improvement in the core life span, thereby 
correspondingly reducing fuel costs. These 
are all encouraging factors. They are not 
theoretical. They are solid results. 


N°: what is the program for new plants 
coming into operation? Sixteen plants, 
incorporating eight different reactor con- 
cepts, have been authorized for construc- 
tion by the government or by industry, in 
addition to those now in operation. These 
new plants will produce, when completed, 
about one million kilowatts electrical and 
are costing in excess of $500 million. 

The plants under construction are, for 
the most part, on schedule. Dresden, a 180- 
megawatt boiling water reactor, will be 
completed this year. Yankee, a 130-mega- 
watt pressurized water plant will be com- 
pleted on schedule next year. It will be 
followed in 1961 by the Consolidated Edison 
Company’s giant 255-megawatt pressurized 
water plant at Indian Point. Pacific Gas 
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and Electric Company’s Humboldt Bay 
plant, the Northern States plant with 
nuclear superheat, and the Elk River plant 
are all under construction and should be 
completed in two years or a little more. 

These projects, we believe, represent real 
progress in the water concepts. But even 
now, known technology indicates a need for 
additional plants designed to demonstrate 
new technical advances. Therefore, it is our 
intention to proceed promptly with addi- 
tional plants of the water type and we have 
such proposals in our 1960 program. 


UITE a different concept, the graphite- 

moderated sodium-cooled reactor ex- 
periment built by the commission at Santa 
Susana has operated reasonably successfully 
for over a year. From the information 
gained in this reactor we are proceeding 
with the design and construction of a 75- 
megawatt plant for the Consumers Public 
Power District in Nebraska to be completed 
in 1961. This reactor concept is of special 
interest because the outlet temperatures are 
high and the steam conditions better than 
can be achieved in several other concepts 
unless superheating is proved to be feasible 
and economical. Further development of 
this concept requires a larger, more elabo- 
rate, and more flexible sodium graphite 
reactor. This reactor will be built if studies 
indicate that we should further pursue the 
sodium-cooled concept. 

The organic-moderated reactor experi- 
ment in Idaho has proved the technical feasi- 
bility of this process. Although results to 
date are admittedly meager, we believe this 
reactor type is worth further development. 
We, therefore, are proceeding at once with 
design and construction of a small com- 
mercial organic-moderated and -cooled plant 
in Piqua, Ohio. If successful, organic-cooled 
plants will be relatively simple and, there- 
fore, cheap to build and operate. Also, be- 
cause the organic moderator and coolant 
do not become radioactive as they circulate 
through the reactor, the plants have a spe- 
cial safety appeal. An additional develop- 
mental reactor, larger and more flexible than 
the existing one, must be built promptly to 
advance this process. The commission has 
included such a reactor as a part of its cur- 
rent program and conceptual design is cur- 
rently under way. 
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CC PREEDING,” or producing, in a reactor 

B more fissionable fuel material than 
is consumed, is a fascinating prospect. When 
this can be done economically and safely, a 
new and important milestone in atomic 
power will have been reached. Our program 
in this area is encouraging. The second ex- 


perimental breeder reactor is under con- 


struction in Idaho and will be completed, to- 
gether with its full-integrated pyrometal- 
lurgical reprocessing facilities, in about a 
year. The 90-megawatt Enrico Fermi plant 
of this type is advancing rapidly. It is about 
50 per cent complete now and should be 
ready for operation in 1961. 

Heavy water reactors are important be- 
cause they offer the best means of using 
natural uranium for fuel. Foreign countries 
would prefer not to be dependent on the 
United States or Britain for enriched fuel. 
Domestically, natural uranium lessens the 
potential competition between the nuclear 
power and the weapons programs for avail- 
able U-235. Also, heavy water offers eco- 
nomic advantages stemming from greater 
economy in the use of neutrons. Therefore, 
we place great importance on our heavy 
water program. We are building two test 
reactors, one at Savannah River and one 
at Hanford. We have contracted for de- 
velopment leading to a heavy-water gas- 
cooled plant in Florida and for the con- 
struction of a heavy-water-cooled and -mod- 
erated plant in South Carolina. Further- 
more, we have important co-operative ar- 
rangements with Canada in this field. 


_- area of great importance is the 
gas-cooled reactor. Great Britain has 
built its nuclear program around this con- 
cept. At the low temperatures to which they 
are limited today, however, there has been 
little incentive for the United States to build 
gas-cooled reactors—they are costly, their 
steam conditions are comparatively poor, 
and their power costs high. 

More recently, there is evidence that gas- 
cooled reactors can operate at considerably 
higher temperatures, thus improving their 
relative economics. Therefore, we propose 
to build them. We have asked Congress 
and they have authorized the building of a 
highly flexible graphite-moderated, helium- 
cooled reactor. This plant will be built on a 
commission site at Oak Ridge as an experi- 
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mental reactor and a power producer. This 
will be a valuable tool, useful in the entire 
field of gas-cooled reactor technology. De- 
sign work is now under way and we are in 
the process of soliciting a constructor at the 
present time. 


— Hg irey cries: we have asked Congress 
and it has authorized the commission 
to enter into a co-operative arrangement for 
the construction of the high-temperature, 
gas-cooled reactor proposed by the Phila- 
delphia Electric Company and the General 
Dynamics Corporation. This plant will be 
privately financed. It will be supported by 
a group of some 52 power companies. The 
Atomic Energy Commission, for its part, 
is to provide $14.5 million for research and 
development assistance, plus waiver of fuel 
use charges up to $2.5 million. This reactor 
is a bold and courageous step for we are 
venturing into temperatures heretofore un- 
attained. It has been carefully studied, how- 
ever, and is considered by us and by the 
sponsors as a good risk. 

If successful, and I have every reason to 
believe that both of these projects will be, 
we will have taken a giant step in this very 
important area. 

Let us look further into the future. 


‘i problem immediately at hand is to 
produce competitive atomic power at 
the earliest date. This, in our opinion, will 
be done first in plants in which the uranium 
fuel is consumed just as coal is consumed 
in a boiler. There are countless possible 
thermal reactor concepts which seem to 
evolve in the minds of scientists and engi- 
neers. At one time it was felt that almost 
any promising concept should be given sup- 
port. It was also felt that a concept could 
be proved by a small experimental reactor 
and a certain amount of research and de- 
velopmental effort. We have not found this 
to be the case. The experimental reactor, 
in answering some questions, has a habit of 
asking a great many more. This, then, calls 
for another experimental reactor and then 
another, or perhaps a small demonstration 
generating plant. We believe that each re- 
actor concept must go through an evolution 
of development. Experience has proved to 
us that no easy short cuts are to be found. 

The great pressurized water plants at 
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Yankee and Consolidated Edison were pre- 
ceded by a number of naval reactors, all 
pressurized water but varying in size and 
construction detail, and also by Shipping- 
port, itself a prototype. Therefore, one 
might say there was a wealth of practical 
experience and knowledge in the hands of 
the scientists and engineers as they de- 
veloped the designs and built these two 
major plants. 

The same is true of the Dresden boiling 
water plant, for this plant has benefited 
from the four experimental Borax plants, 
as well as the experimental boiling water 
reactor at Argonne and the Vallecitos plant. 


F similar reactors were started today, they 

would obviously incorporate improve- 
ments lowering both plant and fuel costs. 
But it would be a courageous man, indeed, 
who would incorporate into a very large 
plant some of the recent developments such 
as higher power density cores, improved 
methods of containment, and simplified sys- 
tems of circulation until these novel ideas 
had been demonstrated in smaller plants. 
When demonstrated, then these ideas must 
appear in large plants if the full potential 
of the developments is to be realized. 

For this reason, we argue for the im- 
mediate construction of prototypes. These 
prototypes will be the smallest plants which 
can be built and still prove the particular 
technical advances on a scale which will 
permit extrapolation to plants of large size. 
The proportions of the prototype will de- 
pend to a large extent on the technology 
being demonstrated. For the most part they 
will range from 30 to 80 megawatts. 


EYOND the nonbreeding thermal plants 
B are breeders. I have already discussed 
one of them, the fast breeder. 

There are other thermal breeders, in 
which the fuel passes through the reactor 
in a liquid state or in a slurry. In addition 
to being potential breeders, these concepts 
have the additional advantage that their cost 
of fuel fabrication is small. We have ex- 
perienced more difficulty with these reactors 
than we had anticipated. For that reason, 
we are going a little slow on hardware and 
are emphasizing research and development. 
We feel that this type of plant, as a useful 
commercial power producer, is a decade 
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away, or perhaps more. When it is per- 
fected this will be a great step forward. We 
do not believe, however, that breeders in 
general will render nonbreeders obsolete. 

Much further into the future, we see 
power from thermonuclear fusion. I think 
all agree here that the optimism once ex- 
pressed over this possibility was unwar- 
ranted. The scientific and engineering prob- 
lems are far more difficult than once 
thought. 

But there is no question in the minds 
of the scientists that these problems 
will be overcome and that this unlimited 
source of energy will be available to man- 
kind. When this will happen is hard to say. 
Dr. Teller, for example, now does not ex- 
pect power for the consumer from thermo- 
nuclear fusion during the lifetime of most 
of us here today. 


Direct Conversion 


N= I want to say just a few words on 
another advanced field of research— 
direct conversion of power to electricity. 

The success story of converting heat to 
electricity has been the success story of the 
last hundred years of our civilization. Eco- 
nomic production of electricity has been 
made possible through the development of 
reliable mechanical power conversion sys- 
tems in which working fluids such as steam 
or mercury vapor are heated and then per- 
mitted to expand through turbines which in 
turn drive electrical generators. The tech- 
nology of such turboelectric systems is well 
established. 

During the past several years, in connec- 
tion with providing lightweight, highly re- 
liable electric power-generating systems for 
use in orbiting satellites and space vehicles, 
the Atomic Energy Commission has been 
actively developing both unique mechanical 
power conversion systems and advanced di- 
rect conversion systems to use with com- 
pact nuclear heat sources. Recent successes 
in building devices that use direct conversion 
have served to focus attention on the rapidly 
developing technology of this field. De- 
velopment of such space auxiliary power 
units within the commission has been ac- 
complished under the SNAP program 
(SNAP-Systems for Nuclear Auxiliary 
Power). 

Instead of the word “direct,” the term 































“static’ more accurately describes these 
devices since they do not have any moving 
parts. 


gee conversion devices are of two gen- 
eral types, thermoelectric-solid material 
devices and thermionic-parallel electrode de- 
vices. 

In considering the potential uses of 
thermoelectric and thermionic devices, par- 
ticularly in the space power field, it is well 
to appreciate two factors: First, devices 
that will be produced within the next sev- 
eral years will only be capable of produc- 
ing up to a few hundred watts of power; 
second, the building of static power conver- 
sion devices in the multikilowatt range must 
await further advances in the technology 
of the conversion mechanisms and their in- 
terrelations with the heat sources. 

Interest throughout the country in 
thermoelectric and thermionic devices is 
very keen because of the promise such sys- 
tems offer of greatly increased compactness 
and reliability over present mechanical sys- 
tems. Commercially practicable devices such 
as a thermoelectric refrigerator are ap- 
proaching the product stage. The Depart- 
ment of Defense has very active static con- 
version development programs under way 
and many versatile weapons systems are 
being made possible or are being improved 
through the use of static power conversion 
units. 


Bie present generation of static con- 
version devices is parasitic in that the 
thermoelectric and thermionic units are 
mounted externally around the heat source. 
The ultimate application of these devices 
will occur when the heat conversion devices 
are put in direct contact with concentrated 
fission heat, or become integral parts of a 
reactor’s fuel elements. The AEC’s Division 
of Reactor Development has two programs 
being actively pursued in this area. The first, 
administered by the Nuclear Technology 
group, is developing a thermoelectric re- 
actor fuel element in which fission heat and 
thermoelectric power generation take place 
within the confines of the same core ele- 
ment. The other program, which is under 
SNAP, is the “plasma thermocouple” de- 
velopment effort at Los Alamos. In this 
thermionic device one of the electrodes 





APPENDIX 


serves a dual purpose; that is to say, it 
creates its own heat because it is actually 
a small fissionable fuel element and also 
serves to produce the electron flow to the 
anode. This device, thus, embodies all of 
the features of an ideal nuclear-static con- 
version electric-generating system. 

Recent success with the plasma thermo- 
couple has highlighted progress in this pro- 
gram and serves fair notice of its potential 
importance. Allowing several more years to 
develop the technology of this phenomenon 
and to develop a truly compatible reactor 
system to go with it, a most important new 
energy source will be available to the coun- 
try, well-suited for many unique tasks, both 
on the earth and in space. 


Recent Legal Administrative Events 


WOULD not feel that a talk to this legal- 

minded group would be complete without 
at least a brief reference to some of the 
legal and procedural developments which 
have accompanied the technical develop- 
ments I have summarized. In the first place, 
they are interesting to me as a lawyer and 
I think they will be to you, and, in the second 
place, an occasional discussion of them 
makes a little more tolerable than otherwise 
the divorcement from the practice of law 
for one who really loves that endeavor. In 
discussing some of our quasi-judicial evolu- 
tions, I shall not restrict myself to those 
in public utility cases, because a good por- 
tion of our experience in other types of 
regulatory matters is transferable to public 
utility cases. 

You are all probably aware of the fact 
that it was the 1954 amendments to the 
Atomic Energy Act that introduced licensing 
to the nuclear industry. My own profes- 
sional background gives me a particular in- 
terest in a speedy, efficient, and fair ad- 
ministrative procedure. I am pleased, rather 
than merely satisfied, that our regulatory 
activities are subject to the principles of the 
Administrative Procedure Act; we have 
deliberately not taken advantage of the ex- 
emption therefrom available to us with 
respect to initial licensing. 


NX the present time the Atomic Energy 
Commission has approximately 10,000 
licenses outstanding. Of these, 4,123 were 
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issued during the year ending July 31, 1959. 
This represents a substantial increase over 
the previous year. Of all the licenses issued, 
ten went to hearing. As you undoubtedly 
know, all licenses with respect to § 103 and 
§ 104, power and test reactors, are subject 
to mandatory hearings whether or not there 
has been an intervention by someone with 
an interest other than that of the applicant 
or the commission. Of the license cases that 
have gone to hearing, only one has ever been 
argued to the full commission, and the sec- 
ond is docketed for argument in October. 

During the past year we decided volun- 
tarily to schedule for public hearing all 
ocean waste disposal applications. The first 
of these cases was Walker Trucking Com- 
pany, and the second was Industrial Waste 
Disposal Corporation of Houston, Texas. 
We found that our decision to schedule 
these cases for hearings was wise, indeed, 
because we had a great deal of public in- 
terest evidenced at the hearings. Many of 
the interveners have frankly stated that 
their intervention might well be based upon 
a lack of understanding of the real nature 
of potential hazards. For this reason, we 
have deliberately scheduled a hearing, on 
our own motion, in connection with the 
appeal of Industrial Waste Disposal Cor- 
poration, far enough in advance so that 
everyone who has any interest in the mat- 
ter will have ample opportunity for study 
and inquiry; we want to make sure that 
anyone with a responsible interest, who 
failed to be heard in the first instance, will 
have another opportunity to intervene and 
to present argument in the matter. Of all 
things, we want never to foreclose any 
sincere or legitimate interest relating to 
public health and safety. 


(ie two principal power reactor hear- 
ings during the past year have been 
the initial and final decision by the commis- 
sion in the matter of the Power Reactor 
Development Company, and the review 
action of the commission, on its own mo- 
tion, with respect to the Westinghouse Test 
Reactor. In the latter case, the commission, 
sua sponte, on review of the record, re- 
manded the matter to the hearing examiner 
for taking additional evidence on the ground 
that the evidence with respect to completion 
of construction, in accordance with the con- 
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struction permit and the application, was in- 
sufficient to support the findings. Additional 
evidence was taken; the 20-day review 
period was waived because of the absence 
of interveners, and fuel loading proceeded 
without delay notwithstanding the potential 
cumbersomeness of the process of remand. 

In the Power Reactor Development Com- 
pany case, the commission last December 
handed down its intermediate decision, to 
which exceptions were taken by the inter- 
veners. This case had been begun before an 
examiner, borrowed from another agency, 
to whom was assigned the responsibility of 
developing and certifying a record, but not 
that of rendering the intermediate decision. 
This procedure will almost surely not be 
followed in any future license application 
case, for we now have our own well-quali- 
fied trial examiner who will follow, and has 
since his appointment been following, the 
conventional practice of rendering an inter- 
mediate decision which is subject to review 
by the commission. 


I the PRDC case the three participating 
commissioners reviewed their own inter- 
mediate decision on the basis of the excep- 
tions filed, carefully re-examined a several 
thousand-page record, and gave full con- 
sideration to all the issues, particularly the 
health and safety issues which were the crux 
of the case, and then handed down their final 
decision late in May. On the final day of 
the 60-day period, the intervener petitioned 
the circuit court of appeals for the District 
of Columbia for a review of our decision. 
The legal aspects of the PRDC case and a 
discussion of the way in which it demon- 
strates that the nuclear power industry and 
the reactor safety issues inherent in it can 
be handled by traditional administrative 
processes are detailed in an interesting ar- 
ticle in the July, 1959, issue of Nucleonics 
magazine, to which I direct your attention. 

The Commonwealth Edison application 
for an operating license was heard by the 
commissioner’s examiner last month, and 
he now has it under advisement. Hearings 
are expected to take place in the relatively 
near future on the Northern States Power 
Company construction permit, the Pacific 
Gas and Electric construction permit, and 
on the Yankee and the Consolidated Edison 
operating licenses. 
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NE particularly interesting problem has 
presented itself in the Westinghouse 
Test Reactor case referred to above and 
seems to be likely to represent itself in fu- 
ture operating license cases. The commis- 
sion obviously cannot grant a license to op- 
erate a nuclear reactor for an extended 
period of years without a complete record 
on which to base its decision. The concept 
of complete record, moreover, denotes to us 
a final inspection to establish that the re- 
actor has been built in conformity with the 
plans which the commission previously ap- 
proved, that all safety systems are in place 
and operable, and that the public health and 
safety will not be jeopardized by operation 
of the reactor, even in the event of unex- 
pected casualty to the plant. A record thus 
completed implies an almost immediate 
readiness to commence operations, and, if 
that be true, delay implies economic penalty. 
Both ingenuity and co-operation on the 
part of commission and applicant will be 
necessary in order to satisfy our previously 
expressed principle that “safety is the first, 
last, and a permanent consideration” in a 
reactor case and our obligation so to conduct 
our quasi-judicial business that we do not 
make ourselves an unnecessarily expensive 
part of an already too expensive business. 
We believe there are ways to achieve both 
goals, and we count on the bar to help us 
do so. 


N” directly on the subject of nuclear 
I power, but likely to be of interest to 
you, is the procedure, unique in government, 
which the commission had adopted with 
respect to contract disputes. We have them 


heard by our examiner, and our hearing 
procedures are being reshaped to incorporate 
in our disputes practice the judicial safe- 
guards of the Administrative Procedure 
Act. I might say that our adoption of this 
procedure did not, understandably enough, 
elicit spontaneous enthusiasm and _ unre- 
stricted joy from some of our management 
personnel who had a natural tendency to 
envy the primitive and less judicial, and 
therefore less objective, disputes procedures 
of some of the older agencies in Washing- 
ton, but the two lawyers on the commission 
and our excellent and competent general 
counsel’s organization take considerable 
pride in this forward step. 


Conclusion 


Ee nuclear industry is both a new one 
and a developing one. The very scale 
of most nuclear projects is such that growth 
is in terms of a relatively few quite large 
steps, and the consequence from a lawyer’s 
standpoint is relatively slow evolution of a 
body of pertinent legal precedents. Over 
the period of the next few years projects 
will continue to multiply slowly but surely 
as difficult technical problems are solved, 
and the legal structure will, we trust, be 
built wisely and judiciously so that this 
relatively young agency can profit from the 
mistakes of agencies that have preceded us. 
The members of the Public Utility Section 
of the American Bar Association have both 
general professional and selfish reasons for 
wanting us to do so, and we solicit their 
continued interest, criticism, and communi- 
cation to assist us toward that end. 





Natural Gas Pricing—Problems of the Producer 
By RAYBOURNE THOMPSON* 


T is with the greatest pleasure that I appear 
here to discuss the problems of the in- 
dependent gas producer who is, or is contem- 
plating, selling gas for resale in interstate 
commerce. Almost all my twenty-six years 
of law practice have been consumed in repre- 
senting large and small oil and gas producers 
and during such period few, if any, problems 
have been as difficult as advising producers 


*Member of the firm of Vinson, Elkins, Weems 
& Searls, Houston, Texas. 


whether they should make sales of gas for 
resale in interstate commerce; or advising 
them whether they should apply for rate in- 
creases under the fixed escalation or favored 
nations’ provisions in their contracts involv- 
ing jurisdictional sales. 

I advise producers who contemplate mak- 
ing a jurisdictional sale in interstate com- 
merce not to make such a sale if they can 
make a nonjurisdictional or an unregulated 
sale. I advise them to pursue this course even 
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though such may result in a substantial re- 
duction in their initial price. One plus factor 
in favor of the unregulated sale is that 
favored nations’ and price escalation clauses 
are meaningful in that increases arising under 
such clauses can be counted on. Such is cer- 
tainly not the case in a jurisdictional sale. 
Except in extraordinary circumstances, I also 
advise producers who are desirous of filing 
for an increase in price under their contracts 
involving jurisdictional sales not to collect 
the increase if it is suspended. The advice 
that I am giving our gas producer clients is 
probably at variance with that which most of 
you would give; however, I feel compelled 
to give such advice because of what I see 
happen, even though such advice does not 
help my law business. 


RRESPECTIVE whether my advice to our gas 
producer clients is good or bad, I can re- 
port to you that the independent producers 
selling gas for resale in interstate commerce 
are afraid and very confused and they do not 
think they are being treated fairly by the con- 
sumers and their representatives. 

Since the CATCO! decision by the Su- 
preme Court on June 22nd, the Transcon- 
tinental* decision by the third circuit court 
of appeals on August 4th, and the several 
Federal Power Commission decisions® issued 
since August 10th, most of the troublesome 
problems in advising producers concerning 
certificate applications have been solved even 
though the wisdom of some of the commis- 
sion’s recent decisions is highly debatable. 


E now know that a producer does not 

dedicate his gas to a regulated sale un- 
til he commences deliveries and that he can 
refuse to sell his gas if the certificate issued 
him contains burdensome conditions. Until 
CATCO, the staff and other consumer repre- 
sentatives took the position that a producer 
subjected himself and his gas to regulation 
when he applied for a certificate. We now 
know that in a certificate proceeding a pro- 
ducer does not have to prove that his price is 





1 Atlantic Refining Co. v. New York Pub. Service 
Commission (1959) 360 US 378, 29 PUR3d 70, 3 L 
ed 2d 1312, 79 S Ct 1246. 

2 Transcontinental Gas Pipe Line Corp. v. Fed- 
eral Power Commission—F2d—. 

8 Re Transwestern Pipeline Co. et al. Docket No. 
G-14871; Re Texas Gas Transmission Corp. et al. 
Docket No. G-17335. 
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“just and reasonable” as in a proceeding 
under §§ 4 or 5 of the Natural Gas Act. 

We now know that the commission can im- 
pose price and other conditions in certificates 
if deemed in the public interest ; and we know 
that the commission has adopted a “hold the 
line” policy of imposing price conditions in 
certificates where the initial price involved 
is higher than the highest price then being 
paid in the field or area for like gas. We do 
not know what standards or guides to follow 
when the producer desires a certificate to sell 
gas at a higher price than the highest price 
then being paid in the field or area. All we 
know is that we must convince the commis- 
sion that the higher price is in the public 
interest, 


HE real problem confronting the pro- 
ducer is that he does not know, and no 
one can tell him, how long he will be per- 
mitted to collect his certificated prices; and 
no one can tell him how he can support his 
prices as being just and reasonable when he 
is called upon to do so in § 4 or 5 proceedings. 
I do know that after a gas producer turns 
on his gas in a regulated sale, the road ahead 
contains many perils which the producer 
must travel in the dark with no guiding 
lights. When the “perils of the road” are 
pointed out to the producers, they become 
even more frightened and confused. 

The commission has not devised any 
method or formula for regulating the pro- 
ducers’ prices after the granting of cer- 
tificates nor has it set any standards or criteria 
for determining the justness and reasonable- 
ness of the producers’ prices in proceedings 
under §§ 4 and 5. Hence, the producer has no 
standards by which he can evaluate his 
chances of sustaining his certificated prices. 
About all the producer has to go on is that 
the commission in City of Detroit* adopted 
the fair field price as the just and rea- 
sonable price ; however, the court of appeals 
for the District of Columbia circuit in re- 
versing the commission® held that conven- 
tional rate base or cost-of-service evidence 
must be used by the commission at least as a 
basis of comparison. 


4City of Detroit v. Federal Power Commission 
(1954) 3 PUR3d 396. 

5 City of Detroit v. Federal Power Commission 
(CA DC 1955) 97 US App DC 260, 11 PUR3d 113, 
230 F2d 810; certiorari denied (1955) 352 US 829. 
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ig Recently, the fifth circuit court of appeals In the West Edmond® case there would 
in Forest Oil Corporation® held that the com- have been 133 different prices for the same 
1- mission need not require conventional rate gas from each well bore, if this method was 
S base evidence in a rate proceeding unless applied uniformly because there were that 
N such method is the only way the commission many owners of each well. Accordingly, the 
e can make its required determination. With commission disregarded the use of this 
n the law in such a confused state, the commis- method. 
d sion does not know what it can or cannot do. 
4 ost allocation problems arise because of 
> N speculating on whether the commission the unique nature of hydrocarbons. 
7 will attempt producer regulation solely on Some liquid hydrocarbons are always in the 
l a cost-of-service basis, the producers are cer- gaseous phase in the reservoir and become 
> tainly not comforted by the knowledge that liquids during the production process because 
: the staff of the commission wants them regu- of a reduction in pressure and temperature. 
lated on this basis just like gas pipelines and The hydrocarbon which is in the liquid phase 
distributing companies. in the reservoir always contains gas in solu- 
The first important producer rate case tion which becomes separated during the pro- 
which involves the Phillips Petroleum duction process. 
Company’ is now before the commission on Since only gas is regulated under the cost- 
exceptions from the examiners’ decision after of-service approach, there must be an alloca- 
more than two and one-half years since the tion of costs between the liquids and gases. 
hearings started. I earnestly hope the com- Any such ailocation of costs is purely arbi- 
mission will not decide this case until after trary because when a producer drills a well, 
it has before it other producer rate cases so he is looking for hydrocarbons and when he 
that when it fixes the standards for regula- starts the well, he does not know whether the 
tion, it will be aware of the many problems hy drocarbons which he hopes to discover will 
incident to regulating producers’ prices. be predominately liquid, predominately gas, 


or whether he will get a dry hole. If he gets 
a dry hole, is this exploration expense 
charged to gas or liquids? Because liquid 
and gaseous hydrocarbons are really a single 
animal, there is just no logical way to isolate 
the cost of finding and producing gas alone. 


I think it unfortunate that in this case 
Phillips, the interveners, and the staff of the 
commission are all urging regulation by the 
cost-of-service method; and, ironically, the 
cost-of-service approach here gives Phillips 
a higher price than its contract prices. Some 





of our larger clients have applied the ex- _—. in computing gas reserves arise 
aminers’ method in the Phillips case to their because no two reservoir engineers will 
operations and have come up with much come up with substantially the same reserve 
higher prices than are provided for in their figures for a given reservoir if each makes 
contracts. his own determination of the reservoir facts. 
” Furthermore, it has been my observation that 
XCEPTING Phillips Petroleum Company, I the ultimate production from a given oil and 
believe that all producers are against the gas reservoir is either substantially higher or 
use of a cost-of-service method of regulation. lower than the original reserve estimates. In 
Besides causing serious operating problems the oil and gas country it is accepted as a fact 
and delays, such a method is very expensive that reserve estimates are only intelligent 
and can result in ridiculous extremes depend- guesses because many of the important reser- 
ing on the cost allocation methods employed voir facts are unknown. Because a cost-of- 
and the assumed gas reserves. Operating service method of price regulation is basical- 
problems arise because there will be as many ly dependent on estimated reserve and costs 
different prices for gas from the same well per unit, both of which are unascertainable, 
bore as there are working interest owners. any price arrived at through the use of such 
esanenamnen a method will be arbitrary. 
6 Forest Oil Corp. v. Federal Power Commission, A good example of the expense of prepar- 
28 PUR3d 159, 263 F2d 622. cece 
7Re Phillips Petroleum Co, Docket No. G-1148 8 Re Pan American Petroleum Corp. et al. (FPC 
(1959). 1958) 25 PUR3d 81. 
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ing cost-of-service evidence is what has hap- 
pened to one of our small producer clients. 
He applied for several two-mill per Mcf in- 
creases totaling approximately $7,000 per 
year. While his § 4 proceeding was in hear- 
ing, the commission on its own motion in- 
stituted a § 5 proceeding. The consolidated 
proceedings are still before the presiding ex- 
aminer ; the client has already spent in excess 
of $50,000 and will be required to spend 
many thousands more since all of his juris- 
dictional gas sales are in jeopardy—all be- 
cause he started out to collect $7,000 under 
fixed escalation clauses in his contracts. He 
does not now want any cheese; he just wants 
to get out of the trap. We have several other 
producer clients on this same merry-go- 
round. 


FRIGHTENING example of how proper- 
ties can be confiscated by the cost-of- 
service method is presented in another pro- 
ceeding involving one of our clients and 
which is still before the presiding examiner. 
In this case, a man discovered a large gas 
reserve in 1936 and promptly developed it. 
Most of his development money came from 
gas sales which he was then making. In 1947, 
after reaching age sixty-five, he decided to 
give this valuable gas property to his daugh- 
ters and grandchildren so that they would be 
amply provided for if he subsequently lost 
his money drilling wildcat wells. He created 
several spendthrift trusts, and conveyed these 
gas properties to the trusts. He paid large 
gift taxes and provided that the trustees 
could not use the income to further engage 
in the oil and gas business. When he made 
these gifts, the properties had just about paid 
out and his unrecovered cost was negligible. 
Along came the Phillips decision in 1954 and 
the commission thereafter undertook to regu- 
late the producers’ prices. 5 
Within thirty days after the commission 
issued its first regulation order, a price escala- 
tion of from 8 cents to 12 cents per Mcf 
arose under the contract involved. The trus- 
tees applied for the price increase which was 
granted by the commission without suspen- 
sion. Thereafter, the commission upon the 
complaint of several Tennessee distributors 
and the Tennessee Public Service Commis- 
sion instituted § 5 proceedings against the 
eleven trusts. The staff of the commission 
takes the position that the trusts are only 
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entitled to earn on the donor’s original de- 
preciated cost. You can imagine what their 
rate base amounts to after twenty-three years. 
If the commission follows the staff’s recom- 
mendation in this case, the valuable gifts by 
this man to his children and grandchildren 
will be confiscated. As to the expense in- 
volved, the staff recommends that the trusts 
be allowed $250,000 annually for regulatory 
expenses. They have already spent approxi- 
mately $200,000 on the case. 


F you were a gas producer, what would you 
do with your gas in view of the present 
confused state of affairs? I believe you would 
make an unregulated sale if you possibly 
could rather than be subjected to the pains 
and perils of selling gas for resale in inter- 
state commerce. 

I sincerely believe the consumers and their 
representatives are making a serious mistake 
in trying to regulate the producer on a utility 
basis ; and I am confident that such a method 
of regulation will not benefit the consumer in 
the long run. 

I hear charges that the gas producers are 
exploiting the consumers. Do these charges 
have any support? The facts are that today 
the eastern consumer can heat and cook with 
natural gas cheaper than he can with oil, 
coal, or manufactured gas. 

Furthermore, since 1953 the residential 
consumer’s natural gas bill has steadily de- 
clined. The experience of the Brooklyn Union 
Gas Company, a distributing company, I be- 
lieve is typical. In 1953 its residential cus- 
tomers paid $2.37 per Mcf and in 1958 they 
paid $1.90 per Mcf. Of course, this price 
reduction was brought about due to the in- 
creased use of natural gas causing a reduc- 
tion in distribution costs, but the important 
thing to the consumer is that he is now buy- 
ing natural gas cheaper than he did five years 
ago. 


URING this same period, Brooklyn 
Union’s cost of natural gas delivered 

into its system increased from approximate- 
ly 33 cents per Mcf to 39 cents per Mcf. It 
is true that most of this increase represents 
increases in the field prices of gas but the 
residential consumer bought this gas cheaper. 
On the other hand, in Houston, Texas, in 
the heart of a large gas-producing area, one 
distributing company pays 25.5 cents per 
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Mcf for its gas at the city limits and the other 
distributing company pays 28.7 cents per 
Mcf at the same delivery point. Further- 
more, the consumers in Houston do not think 
they are being exploited by the producers. 
They know the problems connected with 
searching for and producing gas. 


ape look at the other side of the coin. A 
certificate is not required to get in the 
business of searching for and producing oil 
and gas. All that’s required is money and 
nerve. To be a successful producer, you must 
also have intelligence and luck. If the pro- 
ducer tried to exact unreasonable prices for 
his gas, the pipeline and distributing com- 
panies would develop their own gas supplies. 

In recent years many of the pipeline and 
distributing companies have set up produc- 
tion divisions to try to develop their own 
gas supplies. They have spent millions of 
dollars and, without exception, have found 
that they can buy gas in the field from the 
producers much cheaper than they can find 
it themselves. In my opinion, the pipeline 
and distributing companies, as well as com- 
petitive fuels such as oil, coal, and manufac- 
tured gas, guarantee the consumer against 
exploitation. 

I know most of you believe that the 
producer must sell his gas in interstate com- 
merce because the intrastate market is in- 
adequate to absorb any large volumes. This 
belief was strengthened by the typographical 
error contained in the CATCO decision. 
There the statement is made that 90 per cent 
of all commercial gas moves into the inter- 
state market. Apparently, in setting type the 
printer made a “9” where he should have 
made a “6” since the fact is that 60 per cent 
and not 90 per cent of the national gas pro- 
duction moves into interstate markets. 

Gas produced in Texas accounts for ap- 
proximately 50 per cent of the national pro- 
duction and approximately one-half of the 
gas produced in Texas is consumed in Texas. 
Thus, the intrastate market in Texas amounts 
to 25 per cent of the national market. 
Louisiana, on the other hand, supplies 20 per 
cent of the national market and 40 per cent 
of its gas is consumed within the state. Post- 
war influxes of northern and eastern indus- 
tries account for the size of the Texas and 
Louisiana intrastate market. This industrial 
growth is still continuing. 
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In my opinion, the efforts by the consumer 
and his representatives to impose onerous 
price regulation on the gas producer can only 
cause the choice packages of gas to be sold 
intrastate while the more expensive and less 
desirable packages of gas will move into the 
interstate market. A good example of this is 
what Humble Oil & Refining Company, 
which probably owns more undedicated gas 
than any other producer, is doing. It is com- 
pleting a 30-inch gas pipeline from its vast 
gas reserves on the King Ranch in south- 
west Texas to the Houston ship channel area 
where it will sell gas to industries. Its initial 
daily deliveries will be approximately 300 
million cubic feet but, when fully powered, its 
line will have a daily delivery capacity of ap- 
proximately 650 million cubic feet. 

Another example is Pan American Petro- 
leum Corporation and Magnolia Petroleum 
Company. They own the huge Old Ocean 
gas field about fifty miles south of Houston. 
They have recently made a contract with the 
Texas Electric Company to sell it approxi- 
mately 250 million cubic feet per day in the 
field at a price of 21.5 cents per Mcf. This 
gas will be transported by Texas Electric 
through a 24-inch pipeline to its generating 
plants serving the Dallas and Fort Worth 
areas. 


HE producer would probably be better 
off selling his gas intrastate since by so 
doing the market for heating and burning 
oils would be increased. As gas production 
increases, oil production decreases and the 
oil wells in Texas are currently permitted to 
produce only nine days each month. To fur- 
ther illustrate how increased gas production 
causes decreased oil production, gas sales in 
1953 were approximately 7.5 trillion cubic 
feet. In 1957 they were approximately 10.5 
trillion cubic feet. During the same period of 
time, heating oil sales have dropped slightly. 
In 1953 the heating and burning oil sales 
totaled 1.05 billion barrels and in 1957 they 
totaled 1.16 billion barrels, a 10 per cent in- 
crease. The heating oil equivalent of the in- 
crease in gas production during this period 
amounts to 500 million barrels. It is thus evi- 
dent that the increased use of natural gas has 
restricted the production of oil. 


Nn Texas, for the past few years, the pro- 
ducers have been discovering about the 
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same amount of gas as is being produced. 
Exploration must be accelerated to offset the 
increased consumption. The consumer and 
his representatives should encourage the pro- 
ducer to search for additional gas supplies 
rather than discourage him by attempting to 
impose upon him a utility type of regulation. 
A man is unwilling to gamble high stakes at 
long odds (approximately nine out of ten 
wells drilled are dry holes and only one out of 
every 27 wells drilled is an economic success ) 
unless he knows that he will be adequately re- 
warded if he hits. If his chances of gain 
when he makes a lucky strike are relatively 
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small in comparison to the gamble, he will 
quit gambling. 


N conclusion, I urge the consumer and his 
representatives to learn more about the 
business of drilling for and producing oil 
and gas before imposing harsh price regula- 
tions on the gas producer. I believe both the 
consumer and producer will benefit more if 
the producer’s price for natural gas were 
allowed to seek its own level in a competitive 
commodity market. Government regulation 
should only be imposed when there is an 
abuse of this competitive system. 





Natural Gas Pricing—Problems of the Consumer 
By KENT H. BROWN* 


HAT there is a current problem in natural 

gas pricing, virtually every beneficiary 
of the lambent blue flame in my state would, 
I am sure, loudly attest. He is reminded of 
and wrestles with the problem of which he is 
acutely conscious, at least bimonthly when he 
pays his ever-mounting gas bill. That the 
problem is relatively simple, readily identifi- 
able, and easily attributable, many of our 
people would also volubly attest. In that, how- 
ever, they would be something less than ac- 
curate. 

I have no doubt, for instance, of what re- 
action an inquirer might inspire were he to 
detain a typical New Yorker on the street 
and ask him about the price of natural gas. 
It would most likely take the form of a series 
of uncomplimentary expletives, aimed at 
either the local gas-distributing utility or my 
commission—probably both. With respect to 
the distributor, the remarks would un- 
doubtedly connote unmitigated rapacity, in 
terms not subtle ; of my commission, stupid- 
ity, incompetence, or worse. And there, most 
likely, the discussion would end. 


ERE our obdurate gas-consuming friend 

to take it upon himself to track down 
and explore the factors underlying his diffi- 
culty, however, he would wind up taking 
quite a trip. It would be very enlightening 
and in some respects shocking. It would en- 
tail five major points of call. It would take 





*Counsel, New York Public Service Commission, 
Albany, New York. 
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him first to the offices of his local distributor. 
There he would encounter supersalesmen 
busily engaged in convincing more and more 
of his friends and neighbors to install gas- 
fired equipment in their homes and plants— 
and, by the same token, overselling their cur- 
rent city-gate supply. This, of course, gives 
rise to urgent demands by the distributor— 
always made in the name of the consumer- 
customer—to the pipeline supplier for the 
latter to acquire and transmit larger and 
larger daily quantities of gas to meet the 
“vitally urgent consumer needs” so en- 
gendered. 

Our friend would not be slow to note that 
with each response to such demands— 
whether for the benefit of his distributor or 
another in a distant city, and frequently with- 
out any at all—the city-gate price for all of 
the gas received—both the old and the new 
allotments—went up. And, perforce, so did 
his bill. At that point, some of his benevo- 
lence toward his fellow man—particularly 
ambitious gas salesmen—would be lost. And 
he would realize that he had a new problem 
in natural gas pricing. With that, he might 
decide upon a chip-on-the-shoulder type of 
trip to Albany to confer with authorities in 
the offices of the public service commission. 
They regulate the distributor and fix his rates 
don’t they? 


NX the second point of call our friend might 
find himself subjected to a lengthy dis- 
sertation on public utility regulation in gen- 

















eral. From it, he would quickly conclude that 
this amounted to little more than cost-plus— 
both of which he was expected to underwrite. 
He would learn that the PSC was not ob- 
livious of the limitations upon the distribu- 
tor’s supply of natural gas and had long ago 
imposed restrictions upon the number of ad- 
ditional space-heating customers distribution 
companies might sign up. These limitations, 
however, were products of another, earlier 
era; they did not pertain to the distributors 
serving in New York city ; and, in any event, 
applications to increase the limitations, made 
upon representations of abundant new allot- 
ments, real or predicted, routinely were 
granted out of hand. 

In addition, our friend would learn that the 
extent of the PSC’s authority to regulate 
New York distributor company costs and 
expenses ended at the New York side of the 
city gate and at that point he would hear for 
the first time about something called pur- 
chased-gas-adjustment clauses in gas com- 
pany tariffs. These were designed to insure 
prompt passing on to him of any fluctuations 
in the city-gate costs. The man said fluctua- 
tions. What he meant was, increases. Hence, 
the second batch of problems in natural gas 
pricing of which our friend has newly be- 
come aware. 


N his trip back to the city, our consumer- 
detective might well conclude that while 
he had darned well isolated his principal prob- 
lem—that city-gate price—he had not yet 
unearthed the explanation for its upward 
spiral. So, here we go out across the Hudson 
and Jersey flats, traversing miles and miles 
of pipelines, southward over the mountains 
and down into the bayous and the oil and 
gas production fields of Texas and Louisiana. 
There we listen briefly to the plaints of the 
operator of a mammoth interstate gas pipe- 
line system—that, on the one hand, he is be- 
sieged by his distributor customers—includ- 
ing the New York companies—to transmit 
more and more gas to them (a request he in 
fact encourages and is quite happy to comply 
with because that is his business). 

On the other hand, says the pipeline mogul, 
when he takes the requisite steps to comply, 
he is badgered, criticized, and maligned by 
our friend’s self-appointed representative, 
that blankety-blank counsel for the New 
York commission. That guy beats his brains 
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out respecting the price he had to pay to the 
producers to acquire the new supplies to meet 
our friend’s needs. That shortsighted upstart 
does not seem to realize that the pipeline pur- 
chaser has to outbid his competitors in the 
“open” producer market in order to get the 
gas to meet our friend’s demands; that he 
does the best he can in the process and does 
not bid one cent more than it takes to beat 
the competing purchasers’ offers. Then, com- 
plains our mogul, the New York commission 
counsel moves in and says: “Sure we want 
the gas you just bought—that additional sup- 
ply which will meet present requirements for 
twenty years—but you paid too much for it 
and should be forced back to the price you 
paid for the last batch you bought.” 


I’ that should happen, says our friend’s 
present informant, the new gas supply 
contracts would be canceled by the produc- 
ers; they would sell in some “less conten- 
tious” market or simply cap their wells. Then, 
our friend would freeze to death this winter. 
This the FPC does not want to happen to 
him. So, it overrules the New York counsel. 
That the purchase also has the incidental ef- 
fect of automatically triggering the price the 
pipeline has to pay for the gas it bought 
several years ago (up to the new price level), 
should not bother our friend. It will only in- 
crease the city-gate price by a few cents and 
isn’t it worth it to him to be sure he keeps 
warm? Sure it is. Now, why doesn’t he march 
right home and have that New York com- 
mission counsel fired for being obstreperous 
and unduly disrupting the pursuits of con- 
scientious businessmen rendering a public 
service? And, while he is at it, why doesn’t 
he convince his representatives that Congress 
should again relieve the FPC of the burden 
of regulating the producers? This time, if 
nobody goofs, maybe the President will sign 
the bill. 

With that the federal agency can get on 
with the business of “finalizing” pipeline rate 
adjustments—.e., increases—which have be- 
come effective and been collected for years 
but the proceedings involving which have 
piled up six and seven deep. Some $350 mil- 
lion of pipeline charges are being collected 
under bond. These bonds are swords of 
Damocles which disrupt the financial stabil- 
ity of the pipeline industry. Obviously, the 
large sums subject thereto cannot ever be 
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refunded because that would bankrupt the 
pipeline company and the consumer does not 
want that to happen, now does he? 


A’ this point, unable to sift the wheat from 

the chaff—the truth from the malarkey 
—our friend moves on impressed with the 
third big bunch of natural gas-pricing prob- 
lems he had unearthed. That there was some- 
thing wrong with the fast-talking pipeline 
executive’s thesis he is quite sure—but he 
hesitates to put into words the point that oc- 
curs to him for fear he might appear unduly 
selfish. He is quite willing to observe, how- 
ever, that there are a large number of forces 
at work disrupting that happy arrangement 
he once thought he had, of a 20-year supply 
committed to him some ten years ago at a 
price which was far less than that he now 
has to pay. 

After a fast helicopter trip out over the 
waters of the Gulf of Mexico to view some 
drilling rigs, ridiculously perched and loom- 
ing up over the water out of sight of land, 
our friend calls at the offices of a major gas 
producer. The name rings a bell. He has been 
buying their gasoline and oil products in road- 
side service stations for years. There, in re- 
sponse to his inquiries, he is told that, yes, 
some years ago they were and still are pri- 
marily concerned with exploration for and 
production of oil; that, yes, they used to 
consider the gas they hit as a relatively use- 
less by-product and, if they could not get it 
out of their way any other way, they flared 
it. 


Y= they were happy to dedicate the stuff 
to the interstate pipelines years ago under 
long-term contracts at a few pennies per Mcf 
—but they were careful to write into the con- 
tracts price escalation clauses which would 
assure them the same price for that gas that 
they or any area competitor might subse- 
quently get for other gas reserves. That was 
just a matter of good business judgment. 
Sure, their asking price for subsequent sales 
had gone up. Inflation you know. 

Yes, there were more pipeline purchasers 
in the field looking for gas and the law of 
supply and demand had served to elevate the 
market price a bit. Of course, the producer 
had to be encouraged to continue his quest for 
additional gas supplies to serve the insatiable 
market demands, else we would run out of 


SEPTEMBER 24, 1959 


PUBLIC UTILITIES FORTNIGHTLY 





gas and then our friend would surely be in 
the soup. No, they did not know whether 
they were making or losing money on the gas 
they sold. Cost allocations were impossible. 
How can you separate costs of a dry well, 
for instance, between the oil and gas depart- 
ments? Ridiculous! They did know that the 
Bumble Company in this same parish re- 
cently sold some new gas at 24 cents and that 
in their next arm’s-length bargaining with 
the pipelines they would start at better than 
that price and probably settle for a few cents 
more. That is only sensible. Yes, that 24- 
cent sale of Bumble’s, and their own next 
sale at say 25 cents, would trigger their con- 
tracts for old sales up to that level—but that 
should not disturb our friend. In fact, gas 
had a long way to go before it became com- 
petitive with oil in the New York market, 
and an even longer way to go before the city- 
gate price there anywhere near equaled the 
cost to the New York distributor of manu- 
facturing a similar quantity. At any price 
less for the natural product our friend was 
saving money, wasn’t he? 


, ip only thing wrong in the natural gas 
business, continued our friend’s pro- 
ducer-host, was the failure of Congress to 
re-enact the bill releasing the producer from 
the self-defeating, federal regulatory control 
under which he now operates—a status that 
goofy Supreme Court thrust them into back 
in 1954. Why everyone knows producers are 
not public utilities. Only if they are freed 
from such shackles will the country continue 
to enjoy the fruits of their explorative ef- 
forts. You cannot compel exploration and 
production by law. You cannot order a wild- 
catter to wildcat by law. You have got to give 
him a price incentive and only 30 cents-35 
cents per Mcf at the wellhead will provide 
that. Well, yes, we have only recently got up 
as high as 24 cents and gas discoveries have 
not only kept pace with consumption each 
year since ’54 but, in fact, exceeded it. But 
you cannot expect that to continue. Besides, 
that darned fool counsel of yours almost got 
the Supreme Court to say that initial pro- 
ducer prices had to be rolled back to 17 cents. 
If that should happen we would keep the gas 
we have for sale or sell it intrastate and stop 
looking for any more. 

Incidentally, we undermined your counsel 
the other day in the third circuit court of ap- 

































peals, which said the Supreme Court did not 
mean any such thing and said 24 cents was 
okay. That ought to take care of him. But 
the problem ought to be solved permanently 
by repeal of that part of the Natural Gas 
Act the Supreme Court said made us utilities 
—before they goof again and say we also 
have to act like utilities. 


B’ this time our friend had had enough 

and left. He felt something like he did 
that day he stupidly bought his wife one of a 
pair of unusual candlesticks he had seen in a 
pawnshop window. They were priced at $7 
for the set and the guy charged him $5 be- 
cause he broke the pair. When he got home 
with it she asked where the other one was. 
When he went back to get it, the pawney saw 
him coming, jacked the price, and stuck him 
$10 for it. 

Then the shopkeeper had the nerve to sug- 
gest that he look at it this way: The price 
of the first one went up just a little from $5 
to $7.50 (half of the $15 total he had paid), 
but that was still 25 per cent less than the 
price he had paid for the second. What was 
he kicking about? He got a bargain. Him, he 
punched right in the nose. This producer guy 
he sized up as representing in one bundle the 
biggest bunch of natural gas-pricing prob- 
lems he had encountered so far. 


uT he had not yet hit home. So he headed 
for Washington, D. C., and proceeded 
immediately to a forbidding gray stone edifice 
on G street, N.W. There he was treated to 
a frigidly cool reception in the offices of the 
FPC—an abbreviation he shortly came to 
deduce must stand for “Full Price” or “Free 
the Producer” Commission. After some 
brush-offs he finally located a Commissioner 
Alone Ole. The commissioner took time out 
to give him a very edifying briefing of the 
commission’s struggle with even more prob- 
lems in natural gas pricing—and, incidental- 
ly, some appreciation that those guys he had 
seen in Albany did not just sit in their ivory 
tower and talk Mumbo Jumbo all the time. 
One or two of them came to Washington once 
in a while to fight his battles. They tried to 
stand off the assaults of whole armies of pro- 
ducer-pipeline counsel marching, wheeling, 
and charging in, through and over a battle- 
ground on which most of the tactical ad- 
vantages were theirs. Once in a while the 
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justness and reasonableness of the New 
Yorkers’ cause would win them a battle. But 
it would appear that the “bad guys” were 
winning the war. 


H listened intently as the commissioner’s 
almost unbelievable story unfolded. It 


_ seems that when the Supreme Court told the 


FPC to start regulating producers in 1954, 
their price to the interstate pipelines was uni- 
formly 8-10 cents, except for a couple of in- 
stances where some of them really bulldozed 
a new pipeline, desperately in need of a gas 
supply, into 20 cents. Right after the court 
spoke, Bransco Pipeline renegotiated some 
of its 9-cent contracts with Bunion Oil and 
agreed to pay 17 cents instead. That triggered 
all of its other contracts and the producers 
each filed for rate increases. 

In that, the first major producer rate in- 
crease case, the applicants, in concert, re- 
fused to submit evidence of their costs of 
production and, goaded by the New York 
commission representative who was there as 
an intruder, the FPC denied the increase and 
dismissed the case. That did not stymie the 
producer’s price jump to 17 cents, however, 
because while some court said the FPC was 
right, it also gave the producers another 
chance to prove 17 cents “just and reason- 
able.” They have not done it yet! Neverthe- 
less, each has been collecting the 17 cents, or 
more, ever since he filed for it, except for an 
initial suspension period of a few months! 


\. the same time, Bransco went out and 
bought more gas and agreed to pay 17 
cents for that too. The filings for approval of 
those new sales were the first major producer 
certificate cases to be considered by the FPC. 
Again the New York commission moved in 
and this time was rebuffed directly. The sales 
were certificated, though no one had demon- 
strated public convenience and necessity for 
them at that price. FPC promised to protect 
everyone concerned by exercise of its rate- 
fixing powers later. The New York commis- 
sion fell for that line and did not appeal the 
decision. Thereupon, virtually all producer 
prices went to 17 cents. That was in 1955-56 
and FPC has not yet done anything to pro- 
tect anyone except the producers. 

Now seeing how easy it was to boost the 
ante, the producers demanded and got prices 
of 22 cents for their next major sales to an 
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interstate pipeline. And in 1957 FPC okayed 
that too, upon producer threats to withhold 
the gas unless they got every penny of what 
they had bargained for. That was the 
BATCO case. It being obvious that every- 
thing was going from 17 cents to 22 cents if 
this one wasn’t stopped, the New York com- 
mission took this one to the courts. It took 
two years to get a final decision though. 

In the meantime, over the New York com- 
mission’s dead body, the FPC proceeded 
blithely along its merry way, certificating 
every single sale that came to it at whatever 
the price. Of course, each such certification 
of 17-22 cents rested upon the FPC’s 
BATCO precedent. In none did the producer 
try to justify his price in the manner the 
Natural Gas Act contemplated. He did not 
have to under FPC’s theories. Some—par- 
ticularly another large purchase by Bransco 
—went over 22 cents and almost hit 24 cents. 
That one too New York took to court, still 
trying to keep the 17 cents lid on, though by 
now it appeared to have been blown 24 cents 
high. 


pens lo and behold, the Supreme Court 
spoke in BATCO and, specifically 
noting the 17-24-cent damage that certifica- 
tion had caused, sent the case back to FPC 
with a blistering criticism of its action in 
certifying at more than 17 cents without proof 
that the public convenience and necessity re- 
quired a higher price. This happened on June 
22nd of this year. This was thought to knock 
the prop right out from under every cer- 
tification FPC had granted in excess of 17 
cents since 1957. But it was not that simple. 
BATCO stunned but did not convince the 
producers’ legal army. It jolted but evidently 
did not persuade a hostile majority of the 
FPC. But before they had occasion to figure 
some way around the Supreme Court—to fig- 
ure some way out of giving the consumer, 
whose interests they are supposed to protect, 
the first break he had had since 1954—the way 
out was handed to them on a silver platter 
by the third circuit court of appeals. On the 
fourth of this month that court decided the 
New York appeal in the Bransco 24-cent 
price case and said we cannot see anything 
wrong with it! Twenty-four cents is not “out 
of line,” since FPC has certified many sales 
at or about that price level! BATCO went 
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back, said the court, because of lack of evi- 
dence of need for the gas by the pipeline pur- 
chaser and its distributor customers. 

Here, there is all kinds of evidence of 
such. The distributor customers each say they 
need X thousand Mcf per day more if they 
are to meet the vital needs of their consumers. 
(Our friend thought he had heard that phrase 
before.) The distributors point out they will 
save thousands of dollars, representing the 
difference between the cost to them of manu- 
facturing a similar quantity and having 
Bransco buy this at 24 cents. (At that point, 
our friend made a mental wager with him- 
self that most of them had dismantled the 
bulk of their manufacturing facilities long 
ago.) Hence, said the court, we won’t inter- 
fere with FPC’s good judgment; i.e., Mr. 
Consumer you take it in the neck again. 

With that our friend thanked the com- 
missioner for his courtesy, excused him- 
self, and left for home, chastened, wiser, 
and stuffed to the gills with problems in 
natural gas pricing. He did not regret having 
taken his trip, however, for it had impressed 
him mightily. 

His conclusions: (1) everyone else’s 
problems in natural gas pricing add up to and 
become his; and (2) those interstate pipe- 
lines are conduits right to his doorstep of 
something more than natural gas. 

His resolution: to reconvert his heating 
equipment to oil, coal, electricity, or peat 
just as fast as he could bring that about. For 
under present circumstances, as a gas con- 
sumer, he’s a sitting duck. Unless the Su- 
preme Court reverses the Bransco case and 
this time sends a federal marshal to the of- 
fices of the FPC with a put-the-price-back- 
where - it - was - unless - someone - proves - 
of-record-his-need-for-more type of order, 
the sky is the limit and all problems in natural 
gas pricing evaporate. Our friend decided not 
to wait and see. The wait will be too expen- 
sive no matter what the outcome. 


ND now, gentlemen, speaking again for 
myself and my commission—and no 
longer through the mind of my hypothetical 
friend—let me assure you that we have not 
given up. “Bransco” is going up. And, one 
day soon, I personally hope to accompany 
that federal marshal on his errand. Failing 
that, I will go home and convert to peat too. 
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MOLINE STATION  IOWA-ILLINOIS GAS AND ELECTRIC COMPANY 54,000 kw New Capacity—2 Units 


Power for 
Iowa-lIllinois ee @ 


As almost everywhere in the Midwest, the area served by 
lowa-lllinois Gas and Electric Company is enjoying 
substantial growth in industry and commerce. To parallel 
this growth, the company has engaged in both a modernization = Se 
and an expansion program, and has received formal recognition services will be sent on request. 
for the up-dating of its Moline Station. The removal of 
obsolete boilers and turbines and the installation of three new 
boilers and two turbine generator units, proved the ‘ ; 
most effective and economical way of adding capacity in the 
center of the industrial load area. Another phase of SARGENT & LUNDY 
the expansion program calls for an additional 125,000 kw of ENGINEERS 
capacity now being installed at the company’s Riverside Plant. 


140 SOUTH DEARBORN STREET, CHICAGO 3, ILLINOIS 
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Gas Industry Announces 
Blue Star Home Program 


NATIONAL program to help 
tilders and gas utilities win a larger 
are of the new home market has 
ist been announced by the American 
as Association. 

The gas industry’s new Blue Star 
Home Program is said to be the first 
wilder program specifically designed 
v builders and utilities to offer pros- 
ective home buyers a guide to mod- 
mity and comfortable family living. 
ponsored by the Gas Home Bureau 
i the American Gas Association, it 
the result of a year-long series of 
jeetings and consultations with utili- 
es, builders and builder associations 
1 all parts of the country. 

While national in scope, the Blue 
tar Home Program is designed to 
upplement existing local builder pro- 
rams and provide minimum stand- 
rds for areas wishing to set up a 
wilder program. 
All Blue Star Home promotions 
‘ill feature the slogan—Go Modern 
-Go Gas and the Blue Star Home 
hmbol—the outline of a house with 
blue flame in the center of a blue 
tar 

To identify with the national Blue 
tar Home promotion, builders and 
as companies must comply with min- 
mua requirements of the program 
ut can up-grade these requirements 
1 any way they choose. 

All gas appliances used in Blue 
tar Homes must meet standards set 
ort by the Gas Home Committee. 
n «ddition, the builder must meet 
um tional design requirements pro- 
idiig for more modern, comfortable 
Wie. 

Futhusiastic support of the pro- 
rain is already indicated with close 
» 50 gas companies, representing 
very major area of the United 
tates, planning active participation. 
ne utility, Arkansas-Western Gas 
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Industrial Progress 


Company, has already signed up 52 
builders in its area to build Blue Star 
Homes in 1959 and 1960. 

Other utilities already in the pro- 
gram are: Alabama Gas Corp., Ari- 
zona Public Service Co., Berkshire 
Gas Co., Boston Gas Co., The 
Bridgeport Gas Co., Central Electric 
& Gas Co., Central Florida Gas 
Corp., Central Indiana Gas Co., Cin- 
cinnati Gas & Electric, Citizens Gas 
Fuel Co., City Gas Co. of New Jer- 
sey, Dayton Power & Light Co., Gas 
Light Co. of Columbus, East Ohio 
Gas Company, Equitable Gas Co., 
Illinois Electric & Gas Co., Indiana 
Gas & Water Co., Intermountain Gas 
Co., Lone Star Gas Co., Manufac- 
turers Light and Heat Co. (W. Va.), 
Michigan Gas Utilities Co., Minne- 
apolis Gas Co., Missouri Natural Gas 
Co., Montana-Dakota Utilities Co., 
Mobile Gas Service Corp., Nashville 
Gas Co., NEGEA Service Corp., 
New Britain Gas Light Co., New 
Jersey Natural Gas Co., Northern 
Illinois Gas Co., The Ohio Fuel Gas 
Co., Pacific Natural Gas Co., Penn- 
sylvania and Southern Gas Co., Port- 
land Gas Light Co., Providence Gas 
Co., Rochester Gas & Electric Corp., 
South Jersey Gas Co., Southern Un- 
ion Gas Co., Southwest Gas Corp., 
United Gas Improvement Co., Van- 
couver Island Gas Co., Ltd., Western 
Kentucky Gas Co., Wisconsin Public 
Service Corp., Worcester Gas Light 
Co., Zenith Gas System. 

The Blue Star Home Program will 
be backed by intensive national and 
local advertising and promotion cam- 
paigns. Leading national magazines 
have scheduled feature stories on 
Blue Star Homes for 1959 through 
1960. The September issue of Good 
Housekeeping, now on the stands, 
carries a 10-page full color editorial 
on the “Blue Star Home of The 
Year” in Columbus, Ohio. Parents’ 
Magazine in its June 1960 issue will 
feature a Blue Star Home in Cleve- 
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land, Ohio, and similar articles will 
be appearing in leading shelter and 
trade books during the coming 
months. 

The A.G.A. Gas Home Bureau will 
keep builders, utilities and manufac- 
turers thoroughly informed regard- 
ing all phases of the program via 
newsletters, bulletins and regional 
meetings. Ideas will be exchanged 
and arrangements made for national 
tie-ins to give the program impact 
and unity. 

A wide assortment of promotional 
items bearing the Blue Star Home— 
Go Modern—Go Gas theme are now 
available at moderate cost from the 
Order Department, American Gas 
Association, 420 Lexington Ave., 
New York 17, N. Y. 


Central Vermont Orders 
20,500 KW Peaking 
Unit from G-E 


THE Central Vermont Public Serv- 
ice Corp. has placed an order for a 
20,500 kilowatt “peaking” gas tur- 
bine-generator unit with General 
Electric’s Gas Turbine (GT) Depart- 
ment, it was announced by A. A. 
Cree, president. 

Delivery of the 20,500 kilowatt 
peaking unit is scheduled for mid- 
1962 and it will be the fourth General 
Electric gas turbine to operate on the 
Central Vermont Public Service sys- 
tem. 

According to C. W. Elston, Gen- 

(Continued on page 22) 











UTILITY RATE ENGINEER 


Nationally-known management consult- 
ing organization needs man with operat- 
ing utility rate experience, preferably 
with engineering degree. for work with 
clients. Extensive trovel. Salary com- 
mensurate with training and experience. 
Send resume and salary requirement in 
first letter. Our employees have been ad- 
vised. Replies confidential. 
Box number 924 


PUBLIC UTILITIES FORTNIGHTLY 
332 Pennsylvania Bldg., 
Washington 4, D. C. 
























eral Manager of the GT Dept., the 
Central Vermont Public Service or- 
der is the third received this year for 
this new line of combustion gas tur- 
bines to be used to quickly meet 
“peak” demands for electric power. 
Others will be delivered to the Phila- 
delphia Electric Company and _ the 
New Orleans Sewerage and Water 
Board. 





Consumers Power Places First 
265,000 KW Unit of Karn 
Station in Operation 


JAMES H. CAMPBELL, senior 
vice president of Consumers Power 
Company, announced that the first 
265,000 kilowatt unit of the Com- 
pany’s Dan E. Karn power plant on 
Saginaw Bay is officially “on the 
line” after three weeks of preliminary 
test operations. 

It increases the total generating 
capacity of the Consumers’ statewide 
network 13 per cent, making the new 
total 2,270,000 kilowatts. 

A second Karn plant unit, also of 
265,000 kilowatt capacity, is under 
construction and scheduled to go into 


INDUSTRIAL PROGRESS—( Continued) 


service in 1961. 

The Karn plant adjoins the com- 
pany’s 614,500 kilowatt John C. 
Weadock Plant. The two plants 
which, on completion of the second 
Karn unit, will have a combined ca- 
pacity exceeding 1,100,000 kilowatts 
will constitute the largest electric gen- 
erating center of the Consumers’ sys- 
tem and one of the largest in the 
Midwest. 

“To meet the growing electrical re- 
quirements of Outstate Michigan it 
has been necessary for Consumers 
Power Company to increase its elec- 
trical generating capacity over 250% 
since the end of World War II” Mr. 
Campbell said. 

In addition to the second Karn 
unit, the company now has under way 
another 265,000 kilowatt unit for a 
new plant at Port Sheldon on Lake 
Michigan due west of Grand Rapids. 
It is scheduled for operation late in 
1962. 

The company supplies electric serv- 
ice to 855,000 customers in a 6l- 
county area embracing most of the 
lower peninsula aside from the De- 
troit metropolitan area. 
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MULTI-PURPOSE PeH MOBILE CRANES FOR UTILITIES’ 
MATERIALS HANDLING AND MAINTENANCE WORK 


Profit-Lifts are the end product of advanced P&H design and engineering 
features that result in higher production, lower operating cost—more net 
profit for P&H users. Truck cranes from 10 to 80 tons—crawler cranes 
from 20 to 110 tons—crawler excavators from % to 3% cu. yds. See 
your P&H dealer for all of the profitable facts or write: Dept. 534A, 
Harnischfeger Corporation, Milwaukee 46, Wisconsin. 


HARNISCHFEGER 


[2tzTPROFIT-YARDS” 


Houston Lighting & Power Company's 50-ton P&H 
855B-LC crane with extra wide, long crawlers 
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Industrial Coal Conference 
Announces Program 










THE use of coal and coal handli i % 
equipment by medium-sized, indufl® 
trial type plants will be discussed 
an Industrial Coal conference to 
held at Purdue University, Lafayett 
Ind., on October 14 and 15. Detai 
of the program have been announed 
by Frederick B. Morse, professor \ 
mechanical engineering at Purdue. 

The program has been planned p 
marily for plant managers, superi 
tendents of power plants, superi 
tendents of utilities, and directors ; 
physical plants, he states. 

At the opening session on Wedue 
day morning A. L. Kiewit, Cinci 
nati, director of engineering for t 
Coal Producers Committee for Smoky ™ 
Abatement, will moderate a panel di 
cussion on “The Selection of Coal 

Wednesday afternoon, Professi 
Morse will be chairman of a panel ¢ 
“Economic Selection of Equipme 
for New Plants and Modernizatic 
or Expansion of Old Plants.” 

The session on Thursday mornit 
will be devoted to a discussion ¢ 
“Coal Fired Steam Generating Uni 
—z20,000 to 125,000 Ib. per hr.” 

“Coal Burning Equipment fe 
Steam Generating Units—20,000 
125,000 per hr.” will be discussed 
the final session Thursday afternoo 


New 7!/,-ton Gas Air 
Conditioner Instal'ed In 
Public Service Plant 


THE first eastern installation of 
new 73-ton gas air conditioning sys 
tem capable of operating at least fi 
cooling seasons without major servi 
ing is reported by the American Ge 
Association, sponsor of research cot 
tributing to the system’s developmenf our re 
The unit, placed in operation 1@ 4 or 
cently at the Public Service Electr 
and Gas Company’s Central Ga! takes 
Plant, Piscataway Twp., N. J., 
powered by a long-life natural gi 
engine developed under A.G.A. 
PAR Program (Promotion, Acvet 
tising and Research). 
Manufactured by the ComfortemMdgcs. H 
Division of Comfort Products, ind 
Dallas, the air conditioner is 
signed to run at least 10,000 hourpice che 
before overhaul, with only one sen Ad 
ice call required per cooling seasot 
Heart of the system is a foul 
cylinder, four-cycle gas engine dq 
signed and built by Continental Mqdication 
(Continued on page 24) inus tot 























































REMING 


ngry A 


undreds 
id at w 


urcwor 









eciric o 










PUBLIC UTILITIES FORTNIGHTLY—SEPTEMBER 24, Ia. . q 











ence 
n 


handling 
l, indu 
‘ussed 
ce to 
afayett 
Detai 



















































«OW Remington Rand Adding Machines 
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aa REMINGTON RAND Adding Machines are as important 
ypmenf Our restaurant and motor lodge operations as a good 
ion 14 
*lectr a 
1 Galt takes a kettleful of figurework to keep millions of 











bok or smiling waitress,’ Mr. Howard Johnson says. 


J., fingry Americans happy customers.” 


a unireds of REMINGTON RAND Adding Machines are 


itd at work in Howard Johnson’s restaurants and motor 


ortempdges. Hi-speed addition and subtraction reduce payroll 


4 "a bur:work. Accumulative Multiplication simplifies in- Did you know you can buy a REMINGTON Ranp Adding 


ourpice checking. Features engineered into a REMINGTON Machine for $3.33 a week after a small down payment? 
: ser Adding Machine: Much less with trade-in. Contact your local Remington 
4501 Rand Office or write for folder A1163, Room 1916, 315 


foum, ‘ a . , 
» a leciric operation * addition, subtraction, short-cut multi- | Park Avenue South, New York 10, New York. 


il Mdication * 10-key keyboard + answers printed in red ° 


g 
inus totals identified as credit (CR) * handspan key- Memingtor. Keand 


*. "ard * quiet operation + fatigue-easing design and colors. DIVISION OF SPERRY RAND CORPORATION 








“Know What 
a HINK 





Chuck Bradley 
Osmore Forester 


| didn't—until the other night 
when | ran across it in an o!d 
text book. ‘A hink is a hook 
used for reaping.” 


The reaping we do on our brush 
control jobs is done with our 
own special basal selective 
spray method. This knocks out 
the high-growing species that 
cause you trouble. At the same 
time, a great deal of care is 
taken to leave low-growing 
plants that protect against pos- 
sib!e re-invasion of undesirab!e 
seedlings. By following _ this 
method, savings are also real- 
ized through the reduced need 
for expensive chemicals. 
If you got ‘“‘hinked”’ on the last 
job where someone tried to kill 
everything in sight—let us ex- 
plain our unusual method. 
Chuck Bradley 


R/W MAINTENANCE SERVICE 


a Division of 


o= 


WOOD PRESERVING CO. 
OF AMERICA, INC. 


978 Ellicott St. 
Buffalo 9, N. Y. 
ELmwood 5905 


om 





INDUSTRIAL PROGRESS—(Continued ) 


tors Corp., Muskegon, Mich., in co- 
operation with A.G.A.’s PAR Task 
Group for Air Conditioning Re- 
search. A.G.A. currently sponsors 
nearly a dozen research and develop- 
ment projects in an accelerated pro- 
gram aimed at increasing gas indus- 
try penetration of the air condition- 
ing market. 

Public Service’s new air condition- 
er was designed by FE. F. Bilger, 
Comfortemp production and engi- 
neering manager, and was installed 
under the supervision of Paul Schon- 
feld, senior designer for the New 
Jersey utility’s Gas Department. 


Zeuthen Named Program 
Manager of "'Live 
Better Electrically" 
RALPH ZEUTHEN has been ap- 


pointed program manager of the Live 

3etter Electrically Program of the 
Edison Electric Institute, it was an- 
nounced recently by Edwin Vennard, 
vice president and managing director 
of the electric utility company trade 
association. 

Mr. Zeuthen will head the $2} mil- 
lion Live Better Electrically program, 
which was previously known as the 
National Electric Living Program. It 
includes promotional efforts in news- 
papers, magazines and TV, and has 
as its major activities Housepower 
(wiring), Light for Living, and the 
Medallion Home, which will te fea- 
tured in the 30-page Medallion Home 
national advertacular to appear dur- 
ing National Home Week. 

For the past two years, Mr. Zeu- 
then has been p-esident of Zeuthen, 
Thomas & Hulbert, Minneapolis, 
Minnesota, advertising agency. Prior 
to that, he was vice president and 
assistant to the president of Camp- 
bell-Mithun, Minneapolis, handling 
public relations and supervising sev- 


| eral accounts, including the advertis- 


ing program of the Northern States 
Power Company and its promotion 
of Housepower. 


Atomic Energy Comm. Accepts 
Combustion Eng. Proposal 


THE Atomic Energy Commission 
has selected, as a basis for contract 
negotiations, the proposal of Combus- 
tion Engineering, Inc., Windsor, 
Conn., for performance of the con- 
ceptual design and operation of a 
nuclear test reactor. It will be built 
at the Commission’s National Re- 
actor Testing Station near Idaho 
Falls, Idaho. 





The proposed reactor, to be desifl’ 
nated the Nuclear Test Plant (NTI 
would be capable of testing react 
cores with power capacities up 
60 000 thermal kilowatts. 

Upon completion of the conceptyh 
design, detailed engineering desi 
and facility construction would | 
performed under separate Conm 
sion contracts to be negotiated wi 
architect-engineer and _ constructif 
firms. Construction of the NTP, es 
mated to cost about $5,000 000, w 
authorized by the Congress in jw 

The NTP will include a presst 
ized water reactor designed to pern 
full scale testing of prototype reactfe 
cores for military field plants devé 
oped under a joint program of! t 
Commission and the Army Corps 
Engineers. The need for constr 
tion of a prototype reactor for ea 
core tested would be eliminated | 
using a single test reactor such as t 
one proposed. 

The NTP design will incorpor: 
maximum flexibility and extensive i 
strumentation to facilitate testi 
prototype cores having varied df 
signs and control systems to me 
the varying military operating con¢ 
tions for which the prototype cor 
will be designed. The NTP will n 
gene~ate electricity. Heat produc 
by the reactor will be dissipated. 

A cost-plus-a-fixed-fee type co 
tract will be negotiated with Cor 
bustion Engineering. Work pe 
formed under the contract would i 
clude services as consultant to tl 
Commission during architect-enghately j 
neering and construction phases @ommis 
the project as well as conceptual dfs, Gy 
sign and operation of the plant. bining | 

Combustion Engineering has off) js m 
erated the Army Stationary Low N&; 

1 rector project for the Commissi 


ipa ting 
ent pr 
eacom 


ing ut 
emely | 


Water 
om po 
hosphat 
The re 
ram, W 


18-mill: 


package power plants of the SL 
type for use at remote locations. 


TAMPA Electric Company and /‘lo 
ida Power Corporation have at 
nounced the purchase of 700 acres 

abandoned phosphate land in Po 


panies plan to build within the ne 

four years. The site is subiect 
regulatory authorizations, including? 

that of the United States Atomgpons of 


Fnergy Commission. 








» be desifThe property, which is about 35 
t (NTPHles east of Tampa and close to the 
1g reactimns: nission lines of both companies, 
ies up fps <elected for its advantages as a 
e for Florida’s first nuclear power 
Once ptypnt 

ig desigTanpa Electric Company and Flor- 
would f2 Power Corporation (jointly 
Conim@own as the Florida West Coast 
ated wifucl:ar Group) are presently par- 
istructiipe ting in a research and develop- 
ITP, esent program to develop plans for 
000, wie atomi 
in | 
press 
to pe 





Corjs 


SOnstr 


t cate for the plant’s operation of 
mne 1963 contemplates commence- 





r ottiee regulatory requirements of 
i United States Atomic Energy 
licensing procedures. 








appropriate safety measures 
will nhve been perfected, approved and 
roductit into effect. 

ated. F Water for the plant will come 
Pe om ponds created in the mining of 
nh Cor hosphate. 

The research and development pro- 
am, which is expected to cost some 
18-million, is being shared approxi- 
ately jointly by the Atomic Energy 
ommission and East Central Nu- 
‘ual Meas Group, Inc. The latter is ob- 
nt. fining its funds from contributions 
By iis members, consisting of 14 elec- 
‘ic utility companies in the Ohio 
alley and neighboring areas, and by 
| siMPlorida West Coast Nuclear Group. 
also Kencral Nuclear Engineering Corpo- 
atiin of Dunedin, Fla., has been en- 
raged as the nuclear project engineer 
“Bnd American Electric Power Service 
orporation, New York, as the de- 
ign and construction engineer in 
on! ection with carrying out the re- 
earch and development work. 

The generating plant proposed by 
ge participating groups is a 50,- 
)0-iilowatt, high-temperature, gas- 
ooled, heavy water-moderated nu- 
* power plant. The plant will 
ost about $26-million and will be 
wwned and operated by the Florida 
Vest Coast Nuclear Group. The 
bower will be utilized in the opera- 
ions of Florida Power Corporation 
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and the Tampa Electric Company. 
The [Florida West Coast Nuclear 
Group, the East Central Nuclear 
Group and the Atomic Energy Com- 
mission will gain valuable experience 
from the research, development, con- 
struction and operation of the plant. 

The company members of the East 
Central Nuclear Group ave: Appa- 
lachian Power Company, The Cleve- 
land Electric Illuminating Company, 
Columbus and Southern Ohio Elec- 
tric Company, The Dayton Power 
and Light Company, Indiana & Mich- 
igan Electric Company, Indianapolis 
Power & Light Company, Louisville 
Gas and Electric Company. Monon- 
gahela Power Company, Ohio Edi- 
son Company, Ohio Power Compa- 
ny, Pennsylvania Power Company, 
The Potomac Edison, Southern Indi- 
ana Gas and Electric Company, West 
Penn Power Company. 


PG&E Awards Contract 
For Kings Tunnel 


WORK will begin about October Ist 
on the tunnel and surge chamber for 













Pacific Gas and Electric Company’s 
Kings river powerhouse in Fresno 
county. A contract for this phase of 
the project has been awarded to 
Winston Brothers Company of Mon- 
rovia and Green Construction Com- 
pany of San Mateo it was announced 
by S. L. Sibley, PG&E vice president 
and general manager. 

The powerhouse, scheduled for op- 
eration in the Spring of 1962, will 
be the third and final new plant of 
PG&E’s $80 million Kings river proj- 
ect begun in 1955. Two others up- 
stream and two reservoirs have been 
in operation since last winter. 

The horseshoe-shaped tunnel will 
be 14 feet in diameter and in two 
sections totaling 34 miles. It will be 
connected by a 2,000-foot inverted 
siphon crossing Dinkey creek, a trib- 
utary of the Kings river. 

The third phase of the Kings river 
project now starting, including the 
tunnel, siphon, 42,000-kilowatt pow= 
erhouse, 1,800-foot penstock and re- 
lated works, will cost an estimated 
$13 million. 

(Continued on page 26) 




























He DIGeERS 


Fastest, Strongest, Safest 
most economical! 





| TEXOMA ENTERPRISES, INC. 
| HIGHWAY 75 North, SHERMAN, TEXAS 


C) Send me FREE detailed literature. 
| (] Have representative call. No Obligation. 
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Fise-0nd-money-saving features 
of Jaques All-Hydraulic Hole Dig- 
gers took 29 years to develop. 
Rugged, versatile Jaques TJ-254 
mounts on standard trucks, drills 
holes up to 48” diameter, to 25’ 
depth, in hardest soil or rock — 
FASTER, CHEAPER, EASIER than 
competitive machines! Fewer mov- 
ing parts insures minimum down- 
time, maintenance, operating 
costs. Shock-resistant device re- 
lieves strain in rock digging. Simple 
to operate with only 3 primary 
adjustments. FREE DEMONSTRA- 
Gene WILL PROVE THESE CLAIMS!! 
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ENTERPRISES, 
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75 NORTH 3 SHERMAN, TEXAS 
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Problem Solving 


The consultant’s job is to help solve the 
unusual problem, often the one you could 
handle yourself, if you just had the time. 


If you have a specific problem you would 
like to discuss with the appropriate specialist 
on our 750-man staff, we would welcome the 
opportunity to talk with you. 


Some of our specialized consulting areas 
include: 


* Accounting 


Advertising 


Consulting and Design Engineering 


Depreciation 
* Economic Feasibility Studies 
* Electronic Data Processing 


* Financing 


Gas Supply Problems 


General Management 


Industrial Relations 

* Insurance 

* Public and Stockholder Relations 

* Purchasing, Expediting and Inspection 


* Rates and Other Regulatory Matters 


Utility Operations 


Commonwealth 


SERVICES INC.—ASSOCIATES INC. 


Management and Business Consultants 
Consulting and Design Engineers 


— OFFICES — 


JACKSON, MICHIGAN 


209 E. Washington Ave. 
STate 4-6111 


WASHINGTON 6, D.C. 


1612 K Street, N.W. 
STerling 3-3363 


NEW YORK 22, N.Y. 


300 Park Ave. 
MUrray Hill 8-1800 


HOUSTON 2, TEXAS 


M & M Building 
CApital 2-9171 
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Atlantic City Electric Leads Group in 
Sale of Total-Electric Homes 


ATLANTIC City Electric Company, a pionecr 
the total-electric Gold Medallion Home Program sp 
sored by the electric industry and 170 co-operat 
utility companies, has sold more total-electric hones 
its customers than any other utility of its custome ~-s 
in the nation. 





There are now more than 1600 total-electric | on 
in the area serviced by the company and it is exy ec 
that another 500 such homes will be added this ye 


Laclede Gas to Spend $95,000,000 
On Construction in 5 Years 


TOTAL construction by Laclede Gas Company ({ 
Louis, Mo.) has been budgeted at $13.5 millio: fl 
the coming fiscal year, about the same as the allotne 
for fiscal 1959. 

In the next five years the company will spend ab 
$95 million, up from $80 million spent on constructi 
in the past 10 years, the officers said. 





I-T-E Opens New High-Voltage Lab 
On West Coast 


A NEW high-voltage development laboratory—one 
the largest of its kind in the West Coast area—h 
been placed in operation at the Kelman Power Circ 
Breaker Division, Los Angeles, of I-T-E Cire 
sreaker Company. 

The new facility, capable of surge testing to voltag 
as high as 1,500,000 volts, also incorporates the on 
high-current testing setup on the West Coast. 

The facility will provide a key testing tool at t 
division’s disposal full-time for development of ne 
and improved products in its line of power circ 
breakers. It will also be available to regional utiliti¢ 
and industrial firms for advanced testing of a wit 
range of materials and components. 


West Penn Power Dedicates New 
$46,000,000 Armstrong Station 


WEST Penn Power Company dedicated its ial 
new $46,000,000 Armstrong power station recently ‘ 
a ceremony which launched a four-day open house. 

The new station—West Penn’s second largesi— 
ten miles north of Kittanning along the west bank ¢ 
the Allegheny river. Named for Armstrong count) 
the two-unit generating plant is capable of supp!yin 
350,000 kilowatts of electricity. 

Over 300 specially-invited guests attended the «ed 
cation ceremony, after which officials of the uiilit 
hosted an inspection trip through its newest generatin 
plant. 
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7, its timely articles by the nations leading security analysts 
tic Fon and economists keep you informed as to methods and 
pri ec trends in the security markets. You will be better able to 

11S ye ‘ e ° . 
present your company in its most favorable light if you 
00 know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 
Jany ( os ° e 
illic: 2, its advertising pages provide a means of putting your story 
allotme across to the Analysts. There is no more direct and effec- 
; tive way to contact this influential group of investment 
‘nd ab ooge emer : 
all specialists than to advertise in their own quarterly Journal. 
To Keep Abreast of Investment Markets 
b 
READ THE ANALYSTS JOURNAL 
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Ciret To Keep Investment Markets Abreast of Your Company 
volta ADVERTISE IN THE ANALYSTS JOURNAL 
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PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 
l att 
of ne 

circ THE ANALYSTS JOURNAL 
utilitig 82 Beaver Street, Room 1512-14 
oie New York 5, N. Y. 
Gentlemen: 
O Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 
ial 0 Please send me your advertising brochure. 
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AN INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEES 


The P.U.R. Guide 


> A new and different approach to the educational needs of utility employees — called 
THE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
the GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 
staff of specialists. 


® THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 














Features of THE P.U.R. GUIDE 


5? 50 issues of 8 pages (one each week) 








| 














Certificate of satisfactory completion 





Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 


Leader’s Manual for group discussion and 


Occasional reprints from Public Utilities Fortnightly 


Enrollments on company order only ery ti 
nlianc 
maki 
Comments about THE P.U.R. GUIDE one 
Our Company is currently involved in several training programs, and I feel qualified to herati 
evaluate the information that you are sending out. I think this type of material is, without indi 
a doubt, the very best that could be obtained for key utility employees. There 


ich t 
Ame 
vints 
irch as 
infore 
serv 


Director of Personnel, Electric Company 


THE P.U.R. GUIDE program is the best basic public 
utility information series I have even encountered. 


Vice President, Gas Company 


We feel that even those who have been in the utility in- 
dustry for many years can learn much by just reading the 
material. 

District Manager, Electric Company 





We all feet that this “information program for utility 
employees” is a program that is needed in the public 
utility industry. 

Vice President, Gas Company 


I am sure that the total series of 50 will prove of ines- 
timable value to the utility industry. 
Vice President and General Manager, 
Telephone Company 


Two things have particularly impressed me about THE 
P.U.R. GUIDE, First, is the complete manner in which 
your editors treat the various topics; second the sim- 
plicity in writing. 


Employment Supervisor, Gas Company 


There is a definite need for such a type program in ou! 
industry. 


Training Assistant, Electric & Gas Company 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 Pennsylvania Building 


€ Washington 4, D. C. 
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THE U.S. TREASURY SALUTES 
THE LIGHT AND POWER INDUSTRY 


ery time we flip on a light or enjoy the comfort of a home 

liance, we can thank the electric light and power industry 
making this convenience possible. Hundreds of thousands 
our fellow Americans are proud of their work in the 

neration and distribution of electricity for our homes and 
industries. 


There’s another great service to our country’s welfare of 
ich these people are justly proud, too. For they are adding 
America’s Peace Power through the purchase of U. S. 
vinzs Bonds on the Payroll Savings Plan. By regular 
chase of Shares in America these thrifty people are 
inforcing their own security and establishing current 
serves for home-building, education and travel. 


If .our company already has the Payroll Savings Plan, 
ake sure that every employee is actively encouraged to 
in, 1f you don’t yet have the Plan, maybe now’s the time to 
stali it. For information and help, contact your State 
vinys Bonds Director. Or write to: Savings Bonds Division, 
S. Treasury Dept., Washington, D. C, 


S 


Shown here Is Arno Paegel, at work with one of the great electric 
light and power companies of this country. Like so many thousands 
of his fellow craftsmen, Mr. Paegel is making regular use of his 
company Payroll Savings Plan to contribute to the Peace Power 
of America, 


Public Utilities Fortnightly @ 


U.S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT ‘HANKS, FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DONOR ABOVE. 











PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AME RICAN APPRAI SAL Company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 

















SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 


1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 














DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











Mention the FortNiGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY 


(continued) 


- Design 

- Engineering 

- Construction 
DRAKE & TOWNSEND 


ncorporated 


I 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
EMPIRE GAS oa stand-at 
ENGINEERING CO. plants for 


+ municipalities 
P.O. Box 1738. + industry 


. i + design 
Atlanta 1. Georgia + construction 











F 4 Ford, Bacon & Davis 
BED) ceri Engineers “osiecre 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YorRK WESTBURY CLEVELAND TucsON 

















GIBBS & HILL, Inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 








(Professional Directory Continued on Next Page) 
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GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 
525 LANCASTER AVE. 
READING, PA. 


WASHINGTON « NEW YORK 


FOUNDED 1906 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports* 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
; Consulting Fngineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 IIOLLY AVENUE ° COLUMBUS, OIIIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 











ee Kul jia n Coysoralion 


ENGINEERS ° CONS TRUE POR 


POWER PLANT SPECIALISTS 


DESIGN ¢ CONSTRUCTION MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





Mention the FortNIGHTLY—!/t identifies your inquiry 
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William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES ‘or Developing CLASS RATES REGULATORY 
eg OF RETURN and UNIT COSTS for_use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 














MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
® consultation 
e special investigations 


NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 ° Chicago 1, Illinois e MOhawk 4-6500 


NATIONAL CITY 
rl 

















SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 














SANDERSON & PORTER 


CONSTRUCTION ° REPORTS & 
SURVEYS 


NEW YORK NEW YORK 











HHiHHiiiWViHiwHiWVWi TTT 
SARGENT & LUNDY 


EBNGINEERS 
Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 


140 South Dearborn Street, Chicago 3, III. 


SS 
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345 Hudson St. 


Rate of Return 


STANDARD RESEARCH CONSULTANTS, INC. 
e Valuations @® Capital Costs 


Customer Surveys ©@ Depreciation Studies 


Regional Economic Studies ¢ 
Watkins 4-6400 


Property Records 


New York 14, N. Y. 








STONE «WEBSTER 


ENGINEERING CORPORATION 


DESIGN + CONSTRUCTION - REPORTS + APPRAISALS 


NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 








SEATTLE 
TORONTO 


EXAMINATIONS + CONSULTING ENGINEERING 
















The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 


















Whitman, Requardt and Associates 
Publishers cf the HANDY-WHITMAN INDEX 


DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 


CONSTRUCTION COSTS 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 


























EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 


Abram$/Aeri | Survey 
orp 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 

Abrams Bldg. Lansing, Mich. 


































ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


mee Bee Gi om. a me) 
GAS anv SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 


BURNS & McDONNELL 


Engineers-Architects-Consultants 










4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 




















Mention the FortnigHtLy—/t identifies your inquiry 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 














Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MBECHANICAL— STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


FOR 
UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 


SURVEYS—APPRAISALS—REPORTS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW _YORK 








A. S. SCHULMAN ELeEcrric Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 








PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear * Architectural 


" 
Creuse FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 





The R.W.STAFFORDCO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
; Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby P'ants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 
Engineers & Consultants 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco . Washingtoa 

















Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 











A, W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Pertiand 
Inspectors stationed throughout the U.S.A. 





Mention the ForTNIGHTLY—It identifies your inquiry 
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Praying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 
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bifelines of the nation / 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 43500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 


Ricnarp H. West, Chairman of the Board 


Public Utilities Department—Joun F. Cuttps, Vice Presiden: in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Total Assets over $1,600,000,000 


Grorce A. Murpny, President 
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ENGINEERING CO. In 1952 Pioneer joined with other groups all 
231 S. La Salle Street, reporting to the Atomic Energy Commiss: 5n, ff 
Chicago, Illinois constant study of atomic energy applicatio: . 
Today Pioneer is qualified as a consultant t) 
industry in the application of atomic reactor 
systems to the generation of electric power. 
Presently, Pioneer is acting as architect-engincer 
and supervisor of construction of the 66,000 kw 
commercial atomic power plant shown here. 
Allis-Chalmers Mfg. Co. is the prime contractor. 
Scheduled for 1962 completion, the plant, for the 
Northern States Power Co., will be known as 
the Pathfinder”. 
Crganized as Central Utilities Atomic Power 
Associates, these utilities will share in the research 
and development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities Co., 
Madison Gas and Electric Co., Mississippi 
Valley Public Service Co., Northwestern Public 
Service Co., Ottertail Power Co., St. Joseph Light 
and Power Co., Wisconsin Public Service Corp. 
PIONEER SERVICE & ENGINEERING CO., 231 South 
La Salle Street, Chicago, Illinois 


NEW! 





Write for 40-page booklet, ‘‘Pioneering New 
Horizons in Power'’. Describes, illustrates 
Pioneer's engineering services, and corpo- 

rate services, from financing to operation. 





Sketch of “Pathfinder” 
commercial atomic power plant 
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